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STATE OF NEW JERSEY
Board of Public Utilities
Two Gateway Center
Newark, NJ 07102
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ENERGY

DECISION AND ORDER
DOCKET NO. EX03030185

IN THE MATTER OF APPROVAL OF )
AMENDMENTS TO THE CREDITWORTHINESS )
REQUIREMENTS IN THE THIRD PARTY )
SUPPLIER AGREEMENT )

(Service List Attached)

BY THE BOARD:

By Order dated August 17. 1999, the Board of Public Utilities ("Board”) approved the Master
Third Party Suppiier (‘"TPS") Agreement, version 13 (" TPS Agreement’), to be used by all four
of the New Jersey electric distribution companies ("EDCs"), including Public Service Electric &
Gas Company ("PSE&G") Jersey Central Power & Light Company ("JCP&L"). Conectiv Power
Delivery (“Conectiv’}. and Rockland Electric Company (“Rockland”), when entering into a
commercial relationship with third party suppliers serving the New Jersey retail electric
marketplacein the EDC s service territory. As part of the TPS Agreement. certain
creditworthiness standards were adopted that must be met by each TPS in order to provide
financial protection to the EDCs and their ratepayers.

TPS Agreements have been used by the EDCs and TPSs since 1896, to define the business
relationship betweer the parties and to protect the EDCs and their ratepayers from the
possibility of default by a TPS Over time. the Board became aware that due to changes in the
retail marketplace and in the way New Jersey procures Basic Generation Service ("BGS"),
these creditworthiness provisions may no longer accurately refiect current risk to the EDCs.

In 1999, the EDCs were responsibie for procuring the supply to meet their BGS reaquirements.
At that time, the EDCs were at risk for a TPS default. The risk involved included the difference
between the rate charged by the EDC and the cost of supplying incremental, unplanned load.
Since then, the Board has approved a BGS Auction process for procuring BGS supply, which
significantly shifts the TPS default risk away from tre EDCs and onto the winning BGS
suppliers. By Order dated May 8, 2003. the Board determined that the present creditworthiness
standards found in the TPS Agreement no longer accurately reflect the current level of risk to
the EDCs and that the TPS Agreement was in need of amendment The Board further
determined that the TPS Agreement should be updated to remove outdated language and
terminology, and also to more accurately portray current market conditions and procurement
practices. Accordingly,. in its May 8, 2003 Order, the Board directed the EDCs to file amended
TPS Agreements and Appendices reflecting changes to these areas. for comment by interested
parties. Through an open, informal process over several months. the parties reached agreement



on changes to Section 8.2 of the TPS Agreement dealing with customer confirmation letters and
on a reduction in the level of credit required of TPSs. Both of these changes were approved by
Board Order dated December 12, 2003. The Board also directed Staff to begin a process to
further analyze the credit required of TPSs.

Beginning April 28, 2004, through a series of meetings and conference calls open to all
interested parties, the creditworthiness issue was discussed. The parties considered the
consequences of a TPS default and possible ways of quantifying and mitigating this risk.

The result is the attached revised TPS Agreement, including Conectiv's company-specific
Appendix B to the Agreement, which attempts to reflect the recent shift. due to the BGS
Auction process, in risks to BGS providers associated with a TPS default. For retail

suppliers serving fixed-price customers, credit requirements are reduced and the benefits of
the collateral, after reductions for possibly minor EDC incurred costs. will be passed

through to winning bidders in the BGS-FP Auction. Specifically, Third Party Suppliers that

do not qualify for an unsecured fine of credit will be required to post collateral in the amount

of $9,000/Mw of residential FP load and $6,000/Mw of non-residential FP load. The

collateral requirements for Third Party Suppliers serving hourly-priced customers will

remain unchanged. In the event of a TPS default, access to the TPS's collateral for its
hourly-priced load will also be passed through to winning bidders in the BGS-CIEP Auction.
Any collateral that may be available to BGS suppliers as the result of a TPS default will be
distributed to BGS suppliers on a pro rata basis.

The Revised Agreement was circulated for comments on October 23. 2004. No comments
or objections were received.

DISCUSSION AND FINDINGS

It appears that for the past several years, the risk to the EDCs due to a TPS default has been
reduced as a result of the current Board-approved BGS procurement process (BGS Auction).
The risk of TPS default has been largely shifted to the winning suppliers in the BGS Auction

To the extent that TPS security is paid directly to the BGS Auction suppliers. some or all of the
increased risk from a potential TPS default will be mitigated. The TPS Agreement currently in
use does not reflect the risk change to BGS suppliers. By making TPS collateral available to
BGS suppliers, the default risk to these suppliers is reduced. which should. in theory. result in a,
reduction in costs to customers. The proposed TPS Agreement makes this connection between
the TPS’ security and the BGS supplier that is at risk.

The Board continues to believe that a balanced approach to risk assumption requires an
ongoing requirement for TPS creditworthiness standards. While the current proposal reduces
the security requirements for retail FP suppliers. it maintains a level of creditworthiness that
appears consistent with the development of the retail market in the past five years The Board
believes that Third Party Suppliers. as a whole. are generally more stable than was the case in
1999. As a practical matter, switching activity amonqg FP customers has been relatively stagnant
since the implementation of the BGS Auction. The Board will continue to monitor retail supplier
reliability and switching activity among the FP class. Should either situation change in a
meaningful way the Board has the authority to revisit the level of security required of TPSs.

Creditworthiness requirements for TPSs are an important aspect of the energy marketplace in
New Jersey. The Board believes that residential customers, who may lack the

' Conectiv uses a different deadband for credit calls than the other EDCs
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sophistication or resources to do their own creditworthiness checks, will assume that some
entity, such as the Board and/or the EDC will have provided safeguards to protect them from
doing business with TPSs that lack financial viability. The proposed requirements help protect
ratepayers from TPS default, provide integrity and stability to the marketplace by allowing entry
to only creditworthy participants, and, through the difference in credit requirements, recognize
the distinction between residential and business customers.

The Board FINDS that the credit requirement proposed in the revised TPS Agreement for TPSs
serving FP customers represents a reasonable approach to a changing market structure. The
Board believes that the changes balance a concern with collateral being a financial and entry-
level impediment with our interest in providing enough financial assurance for customers, the
EDCs and BGS suppliers so that only financially sound entities enter the New Jersey energy
marketplace.

Therefore, the Board APPROVES the TPS Agreement dated December 22 2004 attached to
and made a part of this Order, including Conectiv's Appendix B to the Agreement. The Board
DIRECTS the EDCs to modify their existing TPS Agreements, consistent with this Order. to
make the amended TPS Agreements available to current and new Third Party Suppliers within
10 business days of this Order, and utilize the amended TPS Agreements when entering into
any future commercial relationship with a Third Party Supplier in the EDC's service territory.
The Board further DIRECTS the EDCs to impiement the revised credit standards effective the
latter of February 1. 2005 or when the signed, amended TPS Agreement is received from the
Third Party Supplier.

DATED: /2//0] 3/DL/ geARD OF PUBLIC UTILITIES
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BPU STAFF

Kristi Izzo, Secretary
Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Fred Grygiel

Chief Economist’

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Mark Beyer

Office of the Economist
Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Nusha Wyner, Director
Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Frank Perrotti

Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Peter Yochum, Issues Manager
Division of Energy

Board of Public Utilities

Two Gateway Center

Newark, New Jersey 07102

Kenneth Welch

Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Thomas Langbein

Division of Audits

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Rene Demuynck

Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Nnaji Ugoji

Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Alice Bator, Chief
Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Dennis Moran, Asst. Director
Division of Energy

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

.

Alex Stemn

Legal Specialist

Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

DAG

Helene Wallenstein

Division of Law

Dept. of Law & Public Safety
124 Halsey Street

P.O. Box 45029

Newark, New Jersey 07102

Alex Moreau

Division of {{aw

Dept. of Law & Public Safety
124 Halsey Street

P.O. Box 45029

Newark, NJ 07102

RATEPAYER ADVOCATE
Seema M.  Singh, Acting
Ratepayer Advocate & Director
Division of Ratepayer Advocate
31 Clinton Street, 11" Floor

P.O. Box 46005

Newark. New Jersey 07102

Kurt Lewandowski, ADRA
Division of Ratepayer Advocate
31 Clinton Street, 11” Floor
P.O. Box 46005

Newark, New Jersey 07102

Feheia Thomas-Friel, Esg.
Division of Ratepaver Advocate
31 Chinton Street, 11" Floor
P.O. Box 46005

Newark, New Jersey 07101

Badrhn M. Ubushin, Esq.
Division of Ratepayer Advocate
31 Chnton Street, 11™ Floor
P.O. Box 46005

Newark. New Jersey 07101

Elaine Kaufmann, Esq

Division of Ratepaver Advocate
31 Clinton Street, 1™ Floor
P.O. Box 46005

Newark, New Jersey 07101

Judith Appel, ADRA

Division of Ratepayer Advocale
31 Clinton Street, 11" Floor
P.O. Box 46005

Newark, New Jersey 07102

Ami Morita, Esq.

Division of Ratepayer Advocale
31 Chinton street, 11% Floor
P.O. Box 46005

Newark, New Jersey 07101

Sarah Steindel, DRA

Division of Ratepayer Advocale
31 Clinton Street, 11% Floor
P.O. Box 46005

Newark, New Jersey 07102

John Stutz

Tellus Institute

11 Arlington Street
Boston, MA 02116-3411

CONECTIV
Gary Ferenz

Conectiv Energy.Supply Inc.

PO Box 6066
Newark, DE 19714-6066

Charles F. Morgan, Jr.
Conectiv Power Delivery
(Mail Stop 63ML94)
5100 Harding Highway
Mays Landing, NJ 08330

Mark Mucci, Esq.
LeBoeuf, Lamb, Greene &
MacRae

One Riverfront Plaza
Newark, NJ 07102

Katharine Olinchak
Conectiv Power Delivery
401 Eagle Run Rd.

PO Box 9239

Newark, DE 16714-9239

JCP&IL

Michael J. Filippone
JCP&IL

300 Madison Avenue
PO 3ox 1911

Mornstown, NJ 07962-191:

Kevin Connoliy

JCP&L

300 Madison Avenue

PO Box 1911

Momstown, NJ 07962-191]

Larry Sweeney

JCP&L

300 Madison Ave,

P.O. Box 1911

Momistown, NJ 17962-1911

Marc B. Lasky, Esg

Thelen Reid & Priest, LLP
200 Campus Drive, St. 210
Florham Park, NI 07932

Julie Fnedberg, Esq.
Theien Reid & Prest, LLP
200 Campus Drive, St. 210
Florham Park, NJ 07932

PSE&G
Francis E. Delany, Jr., Esq

Public Service Electnc & Gas Co.

80 Park Plaza, T¢C
Newark, NJ 07101

Frances I. Sundheim, Esq.

Public Service Electric & Gas Co.

80 Park Plaza T8C
Newark, NJ 07101

ROCKLAND
John L. Carley, Esq.

Consolidated Edison Co. of NY, Inc.

4 Irving Place
New York. NY 10003

Bill Atzl

Consolidated Edison Co. of NY, Inc.

4 Irving Place
New York, NY 10003

Maria Robinson

Con Edison Energy

701 Westchester Avenue
Suite 201 West

White Plains, NY 10604

Stephen Wemple

Con Edison Energy

701 Westchester Avenue
Suite 201 West

White Plains, NY 10604

James C. Meyer, Esq

Riker, Danzig, Scherer, Hyland &

Perrettt, LLP
Headquarters Plaza
One Speedwell Avenue
Momistown, NJ 07962

ELIZABETHTOWN GAS
May Patricia Keefe

NUI Ehzabethtown Gas Co.
One Elizabethtown Plaza
PO Box 3175

Union, NJ 07083-1975

Amey Mesko

NUT Elizabethtown Gas Co
550 Rt. 202-200

PO Box 760

Bedmunster, NJ 07921-0760

Mike Vogel

NUI Ehzabethtown Gas Co.
550 Rt. 202-206

PO Box 760

Bedmunster, NJ 07921-0760

NJ NATURAL GAS
Dan Yardiey

Yardiey Associates

3 Apollo Circle
Lexington, MA 02421

Tracey Thayer

NJ Natural Gas Co.
1415 Wyckoff Rd.
PO Box 1464
Wail, NJ 07719

Greg Payne

NJ Natural Gas Co.
1415 Wyckoff Rd
PO Box 1464
Wall, NJ 07719
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SOUTH JERSEY GAS

Sam Pignatelli

South Jersey Gas Co.
1 8. Jersey Plaza
Folsom, NJ 08037

Gary Dean

South Jersey Gas Co.
1 S. Jersey Plaza
Foisom, NJ 08037

M

Denise Foster &

Lindsay Johnston

PJM Interconnection, L.L.C.
955 Jefferson Avenue

Valley Forge Corporate Center
Norristown, PA 19403-2497

SUPPLIERS

Hazel Mouzon

AEP Energy Services

1 Riverside Plaza, 14* Floor
Columbus, Ohio 43215-2373

Gienn Riepl

AEP Energy Services

1 Riverside Plaza, 14% Floor
Columbus, OH 43215-2373

David Koenig

Aliegheny Energy
909 3™ Avenue, 33" Floor
New York, NY 10022

Ernic Konopacky

Constellation Power Source, Inc.

11 Market Place, Suite 500
Baltimore, MD 21202

Murry Weaver
Entergy Fower Marketing Corp.

Parkwood Two Building, Suite 500

10055 Grogan's Mill Road
The Woodlands, TX 77380

Bonnie Graziano

Pepco Energy Services, Inc.
543 Valley Road
Montclaiz, NJ 07043

David Samuels

Morgan Stanley Capital Group, Inc.

2000 Westchester Ave.
Purchase, NY 10577

John Tigue

NYSEG Bulk Power Sales
Corporate Drive
Kirkwood Industrial Park
PO Box 522
Binghampton, NY 13902

Sharon Weber

PP&L Energy Plus

2 North 9" Street TW 20
Alientown, PA 18101

e

Gary Sorenson

PSEG Power

80 Park Plaza, T-21A
Newark, NJ 07102

Shawn P. Leyden

PSEG Energy Rresources & Trade
80 Park Place, T-19

Newark, NJ 07102

Ken Salamone

Sempra Energy Trading Corp.
58 Commerce Road
Stamford, CT 06902
Marilena Marrelli

Sempra Energy Trading Comp.
58 Commerce Road

Stanford, CT 06902

ke Gibbs

Rehant Energy, Inc.
379 Thomal Street
Fifth Floor

Edison, NJ 08837

Bili Rice

Reliant Energy

1111 Louisiana Street
Houston, TX 77002

Angelo Chambrone
Select Energy NY, Inc.
507 Plum Street
Syracuse, NY 13204

Leonard E. Navitsky
Select bEnergy, Inc.
3301 Cherokee St
Emmaus. PA 18049

John Llodra

UBS Warburg Energy, LLC
82 Smuth Street

Groton, MA 01450

Steve Sheppard

DTE Energy Trading

414 5. Main St., Suite 200
Ann Arbor, MI 48104

William Barkas

Dominion Retail, Inc

625 Liberty Ave., 21* Floor
Pittsburgh, PA 15222

D. Michael Comweil
Dominion Retail, Inc.
120 Tredegar Street
Richmond, VA 23219

MARKETERS
Michael Drago

First Energy Solutions
24 Fisher Place
Trenton, NJ 08618

Kevin Laguardia

Amerada Hess Corporation
One Hess Plaza
Woodbridge, NJ 07095

&

Stephen Fenands

Customized Energy Solutions
(for AES New Energy)

215 South Broad Street, 10" F1.
Philadelphia, PA 19107

Sara O’Neill
Constellation NewEnergy
810 7* Ave., Ste. 400
New York, NY 10019

Steven Gabel

Gabel Associates

417 Denison Strezt
Highland Park, NJ 08904

John Holtz

Green Mountain Energy Co.
3000 Atrium Way

Mail Box 275

Mount Laurel, NJ 08054

Paul Dwyer

Green Mountain Energy Co.
123 Bloomingdale Ave.
Suite 202

Wayne, PA 19087

Douglas S. Elliot
First Energy Services
395 Ghent Road
Akron, OH 44333

Martin C. Rothfeider, Esqg.
Rothfelder Stern, LLC
625 Central Avenue
Westfieid, NJ 07090

Alyssa Weinberger
Amerada Hess Comp.
One Hess Plaza
Woodbridge, NJ 07095

Michael Remer

Shell Energy Services Company
1221 Lamar Street

PO Box 4402

Houston, TX 77010

Steven S. Goldenberg. Esg

Greenbaum, Rowe, Smith, Ravin,

Davis & Himmell, LLP
99 Wood Avenue South
Iselin, NJ 08830

Tom Michelman

Senior Professional - XENERGY
3 Burlington Woods - 4th Floor
Burlington, MA 01803-4543

Lisa Ferguson

Duke Energy North America
5400 Westheimer Court
Houston, TX 77056

Ben Boyd

State Regulatory Affairs
Reliant Energy

1111 Louisiana
Houston, TX 77002

Fritz Lake

Director

Reliant Energy
1111 Louisiana
Houston, TX 77002

Michael G. Briggs

Rehant Resources, Inc.

801 Pennsylvania Ave. NW
Washington, DC 20004-2604

SueAnne . Harrel
Pepco Energy Services
101 Castle Pointe Blvd.
Piscataway, NJ 08854

James P. McCormick
Strategic Energy

1940 Robert Road
Meadowbrook., PA 19046

Dana Swieson

EPEX

102 Pickening Way, Suite 102
Extori, PA 1934i-1330

Dale Kanterman, VP
Eastern Energy Services
60 Fostertown Road
Medtord. NJ 08055

Susan Jackson

TG&E cio MX Energy

20 Summer Street 5% Floor
Stamtord, CT 06901

Marc Hanks

Seiect Energy, Inc
107 Seiden Street
Beriin, CT 06037

OTHER PARTIES

James R. Lacey, Esq.

Graham, Curtin, $ Shendan,P.A.
4 Headgquarters Plaza

P.0O. Box 1991

Mormstown, NJ 07962-1991

Nathaniel Greene
NRDC

40 W. 20" Street, 11" f1.
New York, NY 10011

John Conway

Brickfield Burchette Ritts &
Stone, PC (Co-Steel)

1025 Thomas Jefferson St. NW
Washington, DC 20007-5201

Sara Bluhm

NIBIA

102 West State Street
Trenton, NJ 08608-1199
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Stephen Dilts
Director/Government Affairs
Chemical Industry Council
of New Jersey

150 W. State Street

Trenton, NJ 08608

Kate McNamara

Delaware River Port Authority
Port Authority Transit Corp.
One Port Center

2 Riverside Drive

Camden. NJ 08101

Roger M. Schwarz
Governmental Affairs (MAPSA)
130 W. State Street 1* Floor
Trenton, NJ 08608

Marvin Spira

Food Policy Institute

71 Lipman Drive

New Brunswick, NJ 08901

James E. McGuire
Reed Smith LLP
136 Main Street
Princeton, NJ 08540

Jack O’Connor

Rutgers Food Policy Institute
ASB Ill, 3 Rutgers Plaza
New Brunswick, NJ 08901

Ira Megdal

Cozen, O'Connor
Libertyview, St. 300

457 Haddonfield Road

P.O. Box 5459

Cherry Hill, NJ 08002-2220

Richard Santoro

NJ Retail Merchants Assoc.
332 W. Siate Street
Trenton, NJ 08618

James Benton

NJ Petroleum Council
150 W. State Street
Trenton, NJ 08608

David Gillespie

NJ Transit

One Penn Plaza East
Newark, NJ 07105-2246

Dr. Jeanne Gorman

NJ Apartment Assoc.
197 Rt. 18, Suite 230

E. Brunswick, NJ 08816

Linda Dobherty

NJ Food Council
30 W. Lafayette St.
Trenton, NJ 08608

Paul Forshay

Sutherland Asbill & Brennan
1275 Pennsylvania Ave. NW
Washington, DC 20004-2415

Divesh Gupta

McDermott Will & Emery
600 Thirteenth Street NW
Washington, DC 20005



THIRD PARTY
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Approved by the BPU on December 22, 2004

[insert name and address of EDC|
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THIRD PARTY
SUPPLIER AGREEMENT

THIS AGREEMENT. made and entered into this _ ~day of .20

by and between [INSERT NAME OF EDC(] (the "Company™). a corporation and a public utility

organized and existing under the laws of the State of New Jersev  and

.
.

. a organized and existing
under the laws of . with New  Jersey  Taxpaver
Identification Number (the “Supplier”). both the Company and the

~

Supplier hereinatter sometimes referred to collectively as the “Parties™. or mdividually as a
“Party™.
WITNESSETH :

WHEREAS. the Company is currently a public utility engaged in the production.
transmission. distribution and sale of electric cnergy with an exclusive franchise to serve
Customers located within certain areas of the State of New Jersey: and

WHEREAS. certain federal and New Jersev Statutes and administrative Rules and
Regulations govern the electric utility industry in New Jersey (generallv. the “Applicable [egal
Authorities™); and

WHEREAS. certain of the Applicable Legal Authorities provide for the restructuring of
the electric industry in New Jersey from that of a regulated public utility service to allow access
to the electric public utility’s local distribution system by entities that have successfully

completed the licensing process set torth in the Applicable Legal Authorities: and

NY #332388



WHEREAS. the Supplicr is thus licensed to provide Competitive Energy Supply to

Customers in the State of New Jersev. and has b¢en issued Board License Number
_rand

WHEREAS. the Applicable Legal Authorities provide that with implementation of such
access to the Company’s local distribution system, the Company will continue to serve as the
exclusive electric distribution provider within its Service Territory: and

WHEREAS. in accordance with the Applicable Legal Authorities. Customers may
purchase Competitive Energy Supply from licensed suppliers; and

WHEREAS. the Supplier desires the opportunity to negotiate with Customers for the
sale of Competitive Lnergy Supply and to make such sales: and

WHEREAS. an agreement between the Company and the Supplier is needed in order for
the Supplier to engage in the provision of Competitive Energy Supply in the Company’s Service
Territory: and

WHEREAS. the Board has approved the form of this Agreement for the Company’s use
with suppliers: and

WHEREAS. the Supplier has duly exccuted this Agcreement and submitted it to the
Company to serve as the Supplier’s application for a determination bv the Company that the
Supplier is qualilicd to participate in such an Agreement. and o request that the Company
execute and thereby enter into this Agreement with the Supplier: and

WHEREAS. the Supplier. by its submission of this executed Agreement to the
Company. hereby authorizes the Company to conduct a background credit check on the Supplier:

and
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WHEREAS. the Company is not required to enter into an Agreement with a supplier that
has undisputed outstanding debts to the Company. or that the Compa.ny does not regard as
creditworthy as described herein: and

WHEREAS. the Company’s execution of this Agreement indicates that the Company has
found the Supplier qualified. and that the Company therefore grants the Supplier direct access to
the Company’s local distributi.Qn system. subject to the terms and conditions hercof: and

WHEREAS. this Agreement sers forth the basic requirements for interactions and
coordination between the Company and the Supplier necessary for allowing the delivery of
Competitive Energy Supply trom the Supplier to its Customers commencing with meter readings

occurring on and after . 20__. Pursuant to this Agrcement. the Supplier

shall have access to the Company’s local distribution system for purposes of supplyving
Competitive Energy Supply to Customers: and

WHEREAS, any capitalized or abbreviated term not elsewhere detined in this
Agreement shall have the definition set forth in Article 1.

NOW, THEREFORE. in consideration of the mutual covenants and promises set forth
below. the Parties hereto. intending 1o be legallv bound. hereby covenant. promise and agrec as
follows:

ARTICLE 1: DEFINITIONS

Active Load Management - the process of receiving PIM credit for a capacity resource by
arranging to have firm load become interruptible in accordance with criteria established by the

PIM OL
Banking Day - any day on which the bank designated by the Company as the destination of wire

transfers to the Company in payment of funds due to the Company under this Agreement is open
for business.

NY #332388
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Basic Generation Service or “BGS™ - electric generation service that is provided pursuant to the
Applicable Legal Authorities under the Company’s retail electric tariffs to anv Customer that is
not being served by a provider of Competitive Energy Supply. BGS is not a competitive service
and 1s fully regulated by the Board.

Basic Generation Service — Commercial and Industrial Energy Pricing or "BGS-CIEP™ — electric
generation service that is provided pursuant to the Applicable Legal Authorities at prices that
include an energy charge component that varies on an hourlv basis in accordance with changes in
the actual real-time PJM load weighted average Locational Marginal Price ("LMP™) of Energyv
for the Company s Transmission Zone under the Company’s BGS-CIEP Tariffs.

Basic Generation Service — Fixed Pricing or BGS-FP — electric generation service that is
provided at retail pursuant to the Applicable Legal Authorities under the Company’s BGS-FP
Tarifts.

BGS Supplier — an entity that has been selected through the Company’s BGS solicitations and
has accepted the ()blwatlons and associated rights to provide BGS Supply to the Company’s
BGS-FP or BGS-CIEP customers in accordance with the Applicable Legal Authorities.

BGS Supplier Responsibility Share — for each BGS Supplier. the fixed percentage share of the
Company’s BGS-FP or BGS-CIEP load for which the BGS Supplier is responsible.

BGS-CIEP Customer — a Customer who is being served under any one of the Company’s BGS-
CIEP Tariffs.

BGS-CIEP-eligible Customer — a Customer who is eligible 1o be served under any one of the
Company’s BGS-CIEEP Tariffs. but is obtarning service from a Supplier.

BGS-FP Customer - a Customer who is being served under any one of the Company’s BGS-FP
Tarifts.

BGS-FP-eligible Customer - a Customer who s eligible to be served under any one of the
Company’s BGS-I'P Tariffs. but is obtaining service from a Supplier.

Billing Month - one-twelfth of" a vear. or the period of approximately 30 davs between two
regular consecutive readings of the Companv's meter or meters installed on the Customer's
premises.

Board or “BPU™ - the New Jersev Board of Public Utilities.

Business Day - any day on which the Company’s and PIM's corporate offices are open for
business.
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Capacity Obligations - the generating capability requirements of the signatories to the PIM
Reliability Assurance Agreement. defined below. that define the signatories’ obligations to
contribute to PJM's total generation requirement.

Charge - any fee. charge or other amount that is billable by the Company to the Supplier under
this. Agreement. including any Coordination Services Charge.

Codes of Conduct - standards for the conduct or behavior of the Parties under this Agreement
that are contained in the Applicable Legal Authorities, as thev are and may from time to time be
amended.

Commercial Industrial Energy Pricing ("CIEP™) Customer — a customer who is being served
under any one of the Company’s CIEP Tariffs as approved by the BPU.

Company Website — [insert EDC website]

Competitive Energy Supply - unbundled energy, Unforced Capacitv. and firm transmission
service, including all losses on all of the aforementioned. and other products that mayv be
provided by a supplier to fultill its obligations to serve customer load. The provision of
Competitive Energy Supply entails fulfillment of all obligations associated with service to
Customers. including the obligations of a Load Serving Entitv under the PJM Tarift. procedures.
agreements and manuals.

Consolidated Billing - billing procedure whereby the Company provides one bill to a Customer
containing all permitted Customer charges owing both to the Company and to the Supplicer for
electric service. as well as all regulatory information and notice requirements. or the Supplier
provides one bill 1o a Customer containing all such charges and information of the Company and
the Supplier.

Coordination Activities - all activities necessary for the provision of Coordination Services.

Coordination Obligations - all obligations identitied in this Agreement and in the Applicable
Legal Authorities. relating 1o the provision of Coordination Se*vices.

Coordination Services - those services that permit the tvpe of interface and coordination between
suppliers and the Company in connection with the delivery of Competitive Energy Supply to
serve Customers located within the Company's Service Territory. including support for PJM-
related obligations as set forth in this Agreement. certain scheduling-related functions and
reconciliation.

Coordination Services Charge - any fee or charge that is billable by the Company to the Supplier
under this Agreement in connection with the provision of Coordination Services.



Coordinated Supplier - a supplier that has appointed a Scheduling Coordinator as its designated
agent for the purpose of submitting energy schedules to the PJM OI and fulfilling PJM Load
Serving Entity obligations for Competitive Energy Supply on that Supplier's behalf.

Customer - a Company customer as defined in the Company’s retail tariff. who may receive
Competitive Energy Supply from a supplier in accordance with the Applicable Legal Authorities
at a single metered location.

Customer Supply Agreement - a contractual atrangement between a Customer of the Company
and the Supplier.

Data Exchange & Protocol Working Group - designation for a specific subgroup of the Customer
Processes Working Group. existing in New Jersey in 1998 and 1999 at the initiative of the Board.
or Its successor.

Dual Billing - billing procedure whereby Company provides a bill 1o Customer containing
Company’s charges and Supplier provides a bill to Customer containing Supplier’s charges.

Emergency - (i) an abnormal system condition requiring manual or automatic action to maintain
system frequency. or to prevent loss of firm load. equipment damage. or tripping of svstem
clements that could adversely affect the reliability of an electric system or the safety of persons or
property: or (1i) a luel shortage requiring departure from normal operating procedures in order 10
minimize the use of such scarce fuel: or (iii) a condition that requires implementation of
Emergency Operations Procedures as defined in the PJM Manual: or (iv) anyv other condition or
situation thdt the Company or PJM deems imminently likely to endanger life or property or to
affect or impair the Company's electrical system or the electrica! systems of others 10 which the
Company's electrical system is directly or indirectly connected (a "Connected Entin”). Such a
condition or situation may include potential overloading of the Company's transmission and/or
distribution circuits. PIN minimum generation ("light load") conditions. or unusual operating
conditions on either the Company's or a Connected Entity's electrical svstem. or conditions such
that the Company is unable to accept energy from the Supplier without jeopardizing the
Company's electrical system or a Connected Entity’s electrical system.

FERC - the Federal Energy Regulatory Commission.

Interest Index - the average Federal Funds Effective Rate for the period of time the funds are on
deposit. The Federal Funds Effective Rate is published dailv on the Federal Reserve website
(http://www federalreserve.govireleases/h 1 S/update/).

Interval Metering - metering that is capable of reading and storing electric consumption data at
discrete time intervals of one hour or less to enable the measurement of cnergy and demand as
may be required by the Company’s Tariff for Electric Service.

Kilowatt or kW - unit of measurement of useful power equivalent to 1000 watts.
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Load Serving Entity or "LSE" - an entity that has been granted the authority or has an obligation
pursuant to State or local law. regulation or franchise to sell Competitive Energy Supply to end-
users located within the PJIM Control Area as that term is defined 5_\' the PJM Reliability
Assurance Agreement or its successor agreements. "

Locational Marginal Price or "LMP" - the hourly integrated marginal price to serve load at
individual bus locations throughout PJM or the load weighted average of such locational prices.
calculated by the PIM OL. for the Companys load zone(s). or the load-weighted average of such
locational prices applicable to a given Supplier's customers. as specified in the PJM Operating
Agreement.

MAAC - the Mid-Atlantic Aréa Council of the North American Electric Reliability Council or its
successor. ‘

Megawatt or MW’ - one thousand kilowatts.

Meter Read Date - the date on which the Company is scheduled. in accordance with its own
established procedures and practices and its own regularly-scheduled billing cycles. to read a
meter for purposcs ol producing a Customer bill.

Meter Reading - the process whereby the Company takes notice of the information presented on a
customer's meter. Such reading may be obtained manually. through telemetry. or by estimation,
in accordance with the Company's established procedures and practices.

NERC - the North American Electric Reliability Council or its successor.

Network Integration Transmission Service Reservation - a reservation under the PIM Tariff of
Network Integration Transmission Service. as defined by the PIN OATT.

OA - the PJM Operating Agreement.

OATT - the prevailing PIN Open Access Transmission TarifT see “PIND Tarif™. defined below).
PIM — PIM Interconnection. 1.1..C.

PIM Control Arca - that certain Control Area encompassing svstems in Pennsylvania. New
Jersey. Maryland. Delaware. Virginia and the District of Columbia. as mayv be modified from
time to time. and which is recognized by the North American Flectric Reliability Council as the

"PJM Control Area."

PJM eSchedules System - software program administered by the PIM Ol through which energy
load schedules may be submitted.

PJM OI - the PJM Oftice of Interconnection. the system operator for the PJM Control Area.
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PJM Tariff - the prevailing PJM Open Access Transmission Tariff on file with the FERC. which
sets forth the rates. terms and conditions of transmission service ov er transmission facilities
located in the PJM Control Area, as is in effect on the date hereof and as modified from time to
time.

RAA - the PIM Reliability Assurance Agreement.

Scheduling Coordinator - an entity recognized by the PJM OI and qualified to act on behalf of
Supplier in taking such actions with PJM as are necessary in order for Supplier's TPS
Responsibilities to be met. including fulfillment of all obligations associated with service to
Customers. and including the obligations of a Load Serving Entitv under the PJM Taritf,
procedures, agreements. and manuals.

Service Territory - the geographic areas of the State of New Jersev in which the Company has an
exclusive franchise 10 serve electric Customers.

Supplier - an entity that has been licensed by the Board to sell Competitive Energy Supply to
retail Customers within the State of New Jersey in accordance with the Applicable Icgal
Authorities and has entered into this Agreement with the Company as a Party. A supplier under
this Agreement must be an LSE and shall have the obligations of an LSE under the PIM
Agreements.  As used in this Agreement. references to the Supplier shall also apply to the
Supplier’s Scheduling Coordinator. if one has been duly designated. authorized and qualificd to
act in the Supplier's behalf. The term “supplier™ also refers generically 1o any such licensed
entity, as opposed to the specific signatory to this Agreement. where the context makes it
appropriate to do so. The distinction can be derived from the context. but is also generally
reflected in the use of lower case type ("supplier”) to reflect the generic usage. and an inital
capital ("Supplier”) to reflect the specitic Party to this Agreement.

Supplier of Record - the supplier that is listed in the Company's records through the procedures
outlined in this Agreement. and thereby recognized by the Company. as a particular Customer's
supplier for a particular period of time.

Supplier Representative - any otficer. director. emplovee. consultant. contractor. or other agent or
representative of the Supplier in connection with the Supplier's activits solelv as a Suppiier. To
the extent the Supplier is a division or group of a company. the term Supplier Representative
does not include any person in that company who is not part of the Supplier division.

Tangible Net Worth or "TNW™ - equals total assets less intangible assets and total liabilities.
Intangible assets include benefits such as goodwill. patents. copyrights and trademarks.

Third Party Supplier Customer Account Services Master Service Agreement or “Billing Services
Agreement” — BPU-approved agreement to be executed by Compuny and Supplier so that

Consolidated Billing by either Company or Supplier may be provided:

ULC - Unsecured Line of Credit
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Unforced Capacity - shall have the meaning ascribed thereto in the PJM Reliability Assurance
Agreement in effect as of November 1998. and as may be modified from fime to time.

ARTICLE 2: GENERAL TERMS AND CONDITIONS

2.1 Agreement to Govern
The Parties named in this Agreement are bound by the terms set forth herein and

otherwise incorporated herein by reference. This Agreement shall govern the business

o

relationship between the Parties hereto by which the Supplier shall provide Competitive Energy
Supply to its retail customers via the Company’s System. Moreover. if Supplier elects to either
perform Consolidated Billing. or to receive Consolidated Billing service from Company.
Supplier must execute a Billing Services Agreement with Company. which agreement shall also
govern the relationship between the Parties hereto.
2.2 Conditions Precedent to Company Execution of Agreement

Before the Company executes this Agreement. the Supplier must fulfill the tfollowing
requirements: (a) satisfy the creditworthiness standards of the Company: (b) obtain a license
from the Board and any other governmental approvals required for participation in the New
Jersey retail energy market: (c) satistv all applicable FERC requirements: and (d) exccute all
appropriate PJM applications and agrecments. including those that make the Supplier an LSE
member of PJM.
2.3 Condition Precedent to Customer Switching

Before the Company gives effect to customer selection of the Supplier. the Supplicr must
demonstrate to the Company's satisfaction that the Supplier is equipped with the communication

capabilities necessary to comply with Electronic Data Interchange ("EDI™) standards for the
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exchange of information. which are set. and may from time to time be modified. by the Board.
either directly or through a Working Group. ’
2.4 Parties’ Obligations

The Company shall provide all Coordination Services. as provided herein. necessary for
the delivery by the Supplier of Competitive Energy Supply to the Supplier’s Customers located
within the Company's Scrvicef Territory. The Parties shall exercise due diligence in meeting its
obligations and deadlines under this Agreement. The Company and the Supplier will cooperate
in order to ensure delivery of Competitive Energy Supply to Customers as provided for by the
Applicable Legal ;\L\xthoritics. The Supplier must make all necessary arrangements for obtaining
Competitive Energy Supply in a quantity sufficient to serve its Customers.
2.5 PJM Services and Obligations

The Supplier is responsible for procuring those services provided by the PIM OI that are
necessary for the delivery of Competitive Energy Supply to its Customers. In addition. the
Supplier must be an LSE and must satisfv all obligations which are imposed on LSEs in the PIM
Control Area. The Supplier must make all necessary arrangements for scheduling the delivery of
Competitive Encrgy Supply through the PIM Ol The Company and the Supplier shall
coordinate with the PJM Ol to determine the magnitude and Tocation of the Supplier's actual or
projected load. as required by the PIM OL for the purpose of caiculating the Supplicr’s
appropriate  firm transmission service obligation. Unforced Capacity  obligation. energy
obligation. or other requirements of the Supplier under the PIM Tariff. PIM Reliability

Assurance Agreement. PJM Operating Agreement and any other applicable PJM agreement

(collectively, the “PJM Agreements™).
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The Supplier and the Company shall supply to each other all data. materials or other
information that is specified in this Agreement. or that may otherwise reésonably be required by
the Supplier or the Company in connection with the provision of Coordination Services. in a
thorough and timelv manner.

The Supplier shall meet all reliability *standards established by the Mid-Atlantic Area
Council of the North Americap Electric Reliability Council or its successor. PJM or its successor.
FERC, the BPU. or any other State. regional. federal or industry body with authority to establish
reliability standards.

2.6 Communicafions and Data Exchange

Electronic information exchange between the Supplier and the Company under this
Agreement shall employ a Supplier identification number, assigned by the Company. which shall
be consistent with the Supplier's Dunn & Bradstreet Business number. In addition. the Company
may also assign to the Supplier identification numbers that may be required by PIM in
connection with the provision of  Competitive Energy Supply in the Companv's Service
Territory.

The Supplier must be equipped with the communications capabilities necessary to comply
with the standards that are set by and max. from time to time. be modified by the Board. either
directly or through a Working Group. The Supplier must have in place. and must bear the costs
of putting in place and successtully testing prior to the start of customer assignment. all required
information technology systems that will enable it to send and receive data to and from the
Company and PJM and to satisfv its obligations under this Agreement and all other relevant

agreements.
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The Company shall make available information regarding the Supplier's Customers. as
prescribed by, and pursuant to. the Board-approved recommendations of the Data Exchange &
Protocol Working Group.

2.7 Record Retention

The Supplier and the Company shall comply with all record retention provisions of the
Applicable Legal /\uthorities..gls they are and may, from time to time. be modified.

2.8 Codes of Conduct

The Codes of Conduct contained in the Applicable Legal Authorities are incorporated
herein by reference. \

2.9 Tariffs Incorporated
The Company’s electric taritfs. as filed with the Board. including the Standard Terms and

conditions, are incorporated herein by reference.

ARTICLE 3: REPRESENTATIONS AND WARRANTIES

3.1 Supplier's Representations and Warranties

The Supplicr hereby represents. warrants and covenants as follows:

(a) the Supplier is a [corporation partnership’ | duly organized and
validly existing under the laws of the State of New Jersey [or. it another
jurisdiction. is duly registered and authorized 10 do business and is in good
standing in the State of New Jersev):

(b) the Supplier has all requisite power and authoritv o execute and deliver this
Agreement and to carry on the business to be conducted by it under this

Agreement and to enter mto and perform its obligations hercunder. including

Board licensure as a supplier and satistaction of all applicable FERC
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(c)

(d)

(e)

(1)

requirements, which shall be maintained throughout the life of this Agreement,
and the lack of which shall immediateb* result in the termination of this
Agreement;

the execution and delivery of this Agreement and the performance of the
Supplier’s obligations hereunder have been duly authorized by all necessary
action on the part of the Supplier and do not and will not conflict with‘or result in
a breach of the Supplier's charter documents or bylaws or any indenture.
mortgage. other agreement or instrument or any statute or rule. regulation. order.
judgn‘wm. or decree of any judicial or administrative body to which the Supplier is
a Party or by which the Supplier or any of its properties is bound or subject:

this Agreement is the valid and binding obligation of the Supplier. entorceable in
accordance with its terms:

there are no actions at law. suits in equity. proceedings or claims pending or. to
the Supplier's knowledge. threatened against the Supplier before anv tederal. state.
foreign or local court. tribunal or government agency or authority that might
materially delay. prevent or hinder the Supplicer's performance of its obligations
hereunder:

the Supplier is a member of PJM. is a signatory to all applicable PIM Agreements,
and 1s in compliance. and will continue to comply either directly or through its
Scheduling Coordinator, with all obligations. rules and regulations. as established

and interpreted by the PJM OI. that arc applicable to LSEs as detined by the PIM

Agreements: and
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3.2

the Supplier will comply with any and all information and data transfer protocols
that may be adopted by the Company th{it are set by, and from time to time
modified by. the Board. The Supplier will comply with anv and all information
and data transfer protocols that may be adopted by the Company from time 10
time. unless the Supplier exercises its reserved right to challenge any such

protocols in the appropriate forum.

If the Supplier learns that any of the representations. warranties. or covenants in this

Agreement have been violated. the Supplier shall immediately notify the Company via

facsimile. with a hard copy of the notice delivered by overnight mail.

Company's Representations and Warranties

The Company hereby represents. warrants and covenants as follows:

(a)

(b)

(c)

the Company is an electric utility corporation duly organized and validly existing
under the laws of the State of New Jersey:

the Company has all requisite power and authority to carry on the business to be
conducted by it under this Agreement and to enter into and perform its obligations
hereunder:

the exccution and delivery of this Agreement and the performance of the
Company’s obligations hereunder have been duly authorized by all necessary
action on the part of the Company and do not and will not contlict with or result
mn a breach of the Company’s charter documents or bylaws or any indenture.
mortgage, other agreement or instrument or anv statute or rule. regulation. order.

=

judgment. or decree of any judicial or administrative body to which the Company
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1s a Party or by which the Company or any of its properties is bound or subject:
and ’
(d) this Agreement is the valid and binding obligation of the Company. enforceable in
accordance with its terms.
33 Survival of Obligations, Notice of Violation
All representations an(.i‘ warranties contained in this Article shall survive the execution of

this Agreement.

ARTICLE 4: UTILIZATION OF SCHEDULING COORDINATORS

4.1 Participation Through a Scheduling Coordinator
As an alternative to interacting directly with PJM for scheduling purposes. the Supplier

may become a Coordinated Supplier by engaging a Scheduling Coordinator. A Coordinated

as

Supplier may act only through a single Scheduling Coordinator. A Scheduling Coordinator. if
engaged. shall be designated to act in the Coordinated Supplier’s behalf for the Supplier's
obligations as a Load Serving Entity. including transmission service obligation. Unforced
Capacity obligation. import capability. load scheduling. and reconciliation rights  and
responsibilities. All actions ot the Scheduling Coordinator that relate to a Coordinated Supplier
are binding on. and attributable to. said Coordinated Supplier.
4.2 Designation of a Scheduling Coordinator

To designate a Scheduling Coordinator. the Supplier must provide the Company with a
completed Scheduling Coordinator Designation Form. appended hereto as Appendix A. tully
executed by both the Supplier and the Scheduling Coordinator. The Scheduling Coordinator

Designation Form is not intended to supplement or replace anyv agencey contract between the

Supplier and a Scheduling Coordinator.
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4.3 Change or Termination of Scheduling Coordinator

If the Supplier terminates its agreement with a Sche\duling Coordinator. the Supplier must
notify the Company in writing. The notice shall specify the effective calendar month of the
termination. The effective day of the termination shall be the first day of the calendar month
indicated in the notification letter unless notification is received by the Company less than tifteen
(15) Business Davs betore the.‘ﬁrst day of that calendar month. in which case the effective day of
the termination shall be the first day of the subsequent calendar month. The Supplier must
resume the direct performance of all of its obligations under this Agreerent. on a forward-going
basis. immediatelyv upon the effective termination of the Scheduling Coordinator. and until such
time as the Supplier engages a replacement Scheduling Coordinator and that agreement takes
effect. The Supplicr agrees that the designation of the replacement Scheduling Coordinator shall
not become effective until the Company receives a new Scheduling Coordinator Designation
Form.  Reconciliation of the transactions that occurred during the terminated Scheduling
Coordinator's tenure shall proceed. in the ordinary course. with the terminated Scheduling
Coordinator.
4.4 Primary Obligations of a Coordinated Supplier

Notwithstanding any designation of a Scheduling Coordinator. the Supplier remains
primarily responsible for fully satistving the requirements of this Agreement.

ARTICLE 5: COMMENCEMENT AND TERMINATION OF AGREEMENT

5.1 Commencement

The term of this Agreement shall commence on the date of execution by both Parties (the
"Effective Date"). Notwithstanding the Effective Date. the Supplier acknowledges that it may
commence the provision of Competitive Power Supply on the Company's System only in
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compliance with the Applicable Legal Authorities, after such date for instituting such service has
been approved by the Board, and only after the Supplier has complied with all provisions of this
Agreement and the Company's Tariff.

2 Termination

n

This Agreement shall or may be terminated as follows:

(a) Withdrawal o.f the Supplier from Provision of Competitive Energy Supply.
In the event the Supplier ceases to participate in or otherwise withdraws from the
provision of Competitive Lnergy Supply to Customers in the Company's Service
'I‘crrilf)ry. and complies with the notice requirements of Article 11. this Agreement
between the Supplier and the Company shall terminate thirty (30) days following
the date on which the Supplier ceases to have any active Customers.

(b) The Company's Termination Rights Upon Default by the Supplier. In lthc
cvent of a Detault by the Supplier as defined herein. the Company may terminate
this Agreement by providing written notice to the Supplier in Default. without
prejudice to any other remedies at law or in equity available to the Company by
reason of the Detault,

5.3 Effect of Termination on Customers

If this Agreement should be terminated. any Customer of the Supplier within the
Company’s Service Territory that has not switched to another Supplier prior to termination shall
receive BGS pending its selection of another Supplier.
5.4 Survival of Obligations

Termination of this Agreement for any reason shall not relieve the Company or the

Supplier of any obligation accrued or accruing prior to such termination.
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5.5 Material and Adverse Change in Law or Regulation

[f at any time during the term of this Agreement, the FERC. the Board. another federal or
New Jersey State agency. or a court of competent jurisdiction issues an order. or a federal or
State law or regulation is enacted. by which a Party hereto believes that its rights and interests
under the Agreement are materially and adversely affected. the Party so affected shall. within
thirty (30) days of issuance or enactment of such order. law or regulation. provide the IOIhCI‘ Party
with written notice setting forth in reasonable detail how such order. law or regulation has
materially and adversely affected its rights and interests under the Agreement. and may terminate
this Agreement, subj\ect to any applicable regulatory requirements and after providing thirty (30)
days prior written notice to the Board and the other Party. without any hability or responsibility
whatsoever except tor obligations arising prior to the date of termination.

ARTICLE 6: BREACH AND DEFAULT

6.1 Events of Default

An event of Default under this Agreement shall occur if either Party ("Defaulting Party™)
(a) s the subject of a bankruptey. insolvency or similar proceeding: (b) makes an assignment for
the benefit of its creditors: (¢) applies for. seeks consent to. or acquicsces in the appolintment of a
receiver. custodian. trustee. liquidator or similar official to manage all or a substantial portion of
its assets: (d) violates any material federal. state or local code. regulation and ‘or statute
applicable to the supply of energy. including by wayv of the tailure to maintain a BPU license.
failure to continually satisty all applicable FERC and PJM requirements. or failure to maintain
any other governmental approvals required for participation in the New Jersev retail energy
market: (e) fails to pay the other party ("Nen-Defaulting Party") when payment is due and tails to

remedy the delinquencies set forth in this subsection 6.1(e) within three (3) Business Days of
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receipt of written notice thereof from the Non-Defaulting Party: (f) in the case of the Supplier.
“drops” or discontinues service to Customers comprising more than f’lﬁ}' (50) percent of 1ts
Capacity Obligation within any thirty (30) day period. provided such “dropped™ Capacity
Obligation is comprised of more than 25 Customers or is equal to more than 23 MW, and fails to
satisfy the advance notice requirements set forth in Section 11.1 below: provided. however. that
Company will furnish Suppli?r with three (3) days’ notice before declaring an event of Default
under this subsection: or (g) in the case of cither Party. fails to satisfy any other material
obligation under this Agreement. including. but not limited to. a Supplier’s obligation to fulfill
the creditworthiness‘requiremems as set forth in Article 7 and Appendices B1. B2 and B3. within
the applicable time frames set forth in this Agreement. and fails to remedy the delinquencies set
forth in this subsection 6.1(g) within three (3) Business Days of receipt of written notice thereol’
from the Non-Defaulting Party.

It the Supplier's BPU license. any required status before the FERC or PIM. or any
other governmental approval required for participation in the New Jersev retail energy market is
revoked or forfeited. the Supplier will immediately be in Defanlt of this Agreement.

6.2 Supplier Rights Upon Default by the Company

In an event of Default by the Company. the Supplier shall be entitled 1o (a) pursue any
and all available legal and equitable remedies. in accordance with Article 17 below: and (b)
terminate this Agreement without any hability or responsibility whatsoever except for obligations
arising prior to the date of termination. by written notice to the Company. subject to any
applicable regulatory requirements.

6.3 Company Rights Upon Default by the Supplier
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In an event of Default by the Supplier. as defined: n Section 6.1 above. the Company will
have the option to terminate this Agreement. as set forth in Section 3.2(b) above. subject to any
applicable regulatory requirements. If Company exercises its option to terminate. upon the
occﬁrrence of an event of Default by Supplier. as defined in subsections 6.1(a). (b). (¢). (d). (¢) or
(). the Supplier will forfeit the full amount of the Supplier’s posted security and any alternative
posted credit arrangements fo.r_ the load being served by the Supplier at the time of such event of
Default. If the Supplier has not been required to post security or any alternative credit
arrangement. and the Company exercises its option to terminate. the Supplier will be required to
pay to the Compun}\. within three (3) business days of receipt of notice from the Company that
Supplier is in Default. an amount equal to the full amount of the Supplier’s credit exposure at the
time of such event of Default. pursuant to the credit exposure calculation in Appendices B1. B2
and B3. as applicable. as if the Supplier had not otherwise been granted a ULC.

Upon the occurrence of an event of Default by Supplier. as defined in subsection 6.1(1).
the Supplier will forfeit the full amount of the Supplier's posted security and any alternative
credit arrangements for the Customers being served by the Supplier at the start of the thirty (30)
day advance notice period set forth in Section 11.1 below. If the Supplier has not been required
to post security or any alternative credit arrangement. the Supplicr will be required to pay to the
Company. within three (3) business days ot receipt of notice from the Company that Supplier is
in Default, an amount equal to the full amount of the Supplicr’s credit exposure for the
Customers being served by the Supplier at the start of the thin;\' (30) day advance notice period
set forth in Section 11.1 below. pursuant to the credit exposure calculation in Appendices B1. B2

and B3. as applicable. as if the Supplier had not otherwise been granted a ULC.
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The Supplier’s forfeited security and any alternative credit arrangement will be applied
first to compensate the Company for any costs, as described in Section 11.3 below. that it may
have incurred as a result of the Supplier’s Default. and the remainder will be paid to each of the
BGS Suppliers providing BGS supply to the Company’s BGS-FP or BGS-CIEP Customers on a
pro rata basis bascd on each BGS Supplier's Responsibility Share. Forfeited security and any
alternative credit arrangement..posted by a Supplier serving BGS-FP-eligible Customers will be
paid (net of the Company’s costs) only to BGS-FP suppliers. Forfeited security and any
alternative credit arrangement posted by a Supplier serving BGS-CIEP-eligible Customers will

be paid (net of the Company s costs) only to BGS-CIEP Suppliers.

ARTICLE 7: CREDITWORTHINESS

7.1 Standards Governing Initial Determinations of Creditworthiness

The Company will be guided by the standards that it emplovs in routine commercial
transactions as it makes an initial determination of whether the Supplier is creditworthy or
whether the Supplier. if not creditworthy. thS‘ presented satisfactory alternative arrangements.
Standards in effect in August. 2003 are summarized in Appendices Bl (for Suppliers serving
BGS-CIEP-eligible Customers). B2 (for Suppliers serving BCS-FP-eligible Customers) and B3
(for Suppliers serving both CIEP-eligible and BGS-FP-eligible Customers). and are subject 1o
modification from time to time. by the Company. The Supplicr shall have the right to submit to
the Board or the FERC. as appropriate. for resolution. any dispute regarding the Company’s
requirements if the Supplier believes such a requirement is inappropriately based or assessed.
The Company shall not be obligated to execute this Agreement until said dispute is resolved by a

final. non-appealable Order of the Board or the FERC. as appropriate.
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In the event that Supplier has elected to perform Consolidated Billing. Supplier will be
required to satisfy the creditworthiness requirements co;ntaineij in the Billing Services Agreement
in addition to the creditworthiness requirements set forth herein.

7.2 Materiality of Creditworthiness

The Supplier’s creditworthiness. the satisfactory nature of any alternative arrangements
that- may be made hereunde_y. and the Supplier’s duty to keep the Company informed of
developments that may be material to its creditworthiness or to the adequacy of any alternative
arrangements in place are all material terms of this Agreement. Creditworthiness or satisfactorv
alternative arrangements must be maintained on an ongoing basis throughout the term of this
Agreement.

7.3 Maintenance of Creditworthiness

If the Supplicr’s creditworthiness lapses. in the Company’s sole and exclusive judgmgm.
or 1f the Supplier’s established alternative arrangements terminate or become unsatisfactory. or if
the amount of credit exposure exceeds the amount of the Supplier’s ULC or alternative credit
arrangements (as defined in Appendices Bl. B2 and B3). in the Company’s sole and exclusive
judgment. the Company will provide written notice thereof to the Supplier and may. at its sole
and exclusive discretion within three (3) davs of such notice. continue to render service or elect
to terminate this Agreement. subject to the Supplier’s right o dispute the Company's
determination betore the Board or the FERC. as appropriate. as set forth below. The Company
may condition the continuation of service hercunder on the establishment of new alternative
arrangements satistactory to the Company. in its sole and exclusive discreuon. The Supplier
shall have the right to submit to the Board or the FERC. as appropriate. for resolution any

reasonable dispute regarding the Company’s requirements il the Supplier believes such a



requirement is inappropriately based or assessed. Submission of such dispute to the Board or the
FERC. as appropriate, shall extend the aforementioned three (3) dav period for notice of
termination. for a period of up to thirty (30) additional davs. such that the Company shall have
the right to terminate this Agreement upon written notice to the Supplier if the Board or the
FERC does not issue a final order resolving the dispute within thirty (30) dayvs of the date that the
Supplier first submits the diSp.L_lte to the Board or the FERC. as appropriate.
7.4 Return of Deposits

Any cash deposit secured from the Supplier under an alternative arrangement. as defined
in Appendices Bl. I\SZ and B3. shall be returned to the Supplier with interest within three (3)
business days after the Supplier becomes creditworthy. If this Agreement 1s terminated. cash
deposits will be returned with accrued interest upon pavment or deduction of all Charges and
other debts that the Supplier may owe the Company. including applicable late tees. A Schedule
of Fees and Charges is attached hereto as Appendix C.
7.5 Interest on Deposits

The Company will allow simple interest on cash deposits calculated at the lower of the
Interest Index or six (6) percent. Deposits shall cease to bear interest upon discontinuance of
service by the Supplier (or. if earlier. when the Company closes the account).
7.6 Credit Information

In addition to information required otherwise hereunder. the Supplier shall be required to
provide to the Company such credit information as required by Appendices B1. B2 and B3, The

Company will report the Supplier's credit history with the Company to a national credit bureau.

NY #332388



7.7 No Endorsement of Supplier
By determining that the Supplier is creditworthy pursuant to the process set forth above.
the Company makes no express or implied warranties or guarantees of any kind with respect to
the financial or operational qualifications of the Supplier.
7.8 Credit Notices
All notices. demands OI requests regarding credit requirements and credit related security
or deposit transfers shall be in writing and shall be personally delivered or sent by overnight
express mail, couricr service or facsimile transmission (with the original transmitted by any of
the other aforemenli(\med delivery methods) addressed as follows:
[fto a TPS Supplier:
[insert name. address. phone and fax]
I1'to the Company to:

[insert name. address. phone and fax]

Copy to:

[insert name. address. phone and tax|

or to such other person at such other address as a Party shall designate by like notice to the other
Party. Notice received after the close of the Business Day shall be deemed received on the next
Business Day; provided that notice by facsimile transmission shall be deemed to have been

received by the recipient if the recipient confirms receipt telephonically or in writing.
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ARTICLE 8: CUSTOMER ENROLLMENT AND INFORMATION PROCESS FLOW

8.1 Information to Selected Supplier

The Supplier must notify its Customers that by signing up for Competitive Energy Supply
with the Supplier. the Customer is consenting to the disclosure by the Company to the Supplier
of certain basic information about the Customer. At minimum. the notice shall inform the
Customer that the following information will be disclosed: the Customer's Company account

-

number. data about meter readings. service or rate classes as defined in the Company’s retail
tariff. and electric usage. the Customer's address(es) and telephone number. or as otherwise may
be consistent with the Applicable Legal Authorities.

If the Company elects to change a Customer’s Company account number. the Company
will notify the Supplier via electronic file.

8.2 Procedure to Formalize Selection of Supplier

The Supplier will obtain appropriate authorization from the Customer. or from the person
authorized to act on the Customer's behalf. indicating the Customer's choice of the Supplier. The
authorization shall include the Customer's acknowledgment that the Customer has received the
aforementioned notice. It is the Supplier's responsibility to maintain records of the Customer's
authorization n the event of a dispute. in order to provide documented evidence of authorization
to the Company or the Board.

The Company shall bé notified of a Customer’s initial selection of the Supplier. or
decision to switch to the Supplier. by way of electronic file. ¢ontaining information in accordance
with the procedures established through the Data Exchange & Protocol Working Group.  Said
electronic file must be received by the Company at least twenty (20) days prior to the next

regularly-scheduled Meter Read Date of the aftected Customer. Upon receipt of the electronic
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file from the Supplier. the Company will automatically confirm receipt of the file. Within one
(1) Business Day of receipt of the electronic file, ‘[he\ Company wifl validate the records
contained in the file, and will provide an electronic validation. including appropriate control
totals such as the number of records received. and the reason for any rejections (e.g.. invalid
account number). Such validation also shall include information the Supplier can use 1o identify

rejected records.
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The Company will send a confirmation letter to each Customer mentioned in such
notification. within one (1) Business Dayv of receipt Qf the aforementioned electronic file.
Included in this letter shall be appropriate notification of a fourteen (14) calendar day waiting
period, beginning on the day the letter is mailed to the Customer. in which a Customer may
notify the Company of an error in the supplier selection, or a Residential Customer may rescind
its selection of a supplier. as’,appropriate‘. The confirmation letter shall include the Customer's
Name. Address. Company Account Number. Identity of selected supplier. estimated Service
Effective Date and estimated Initial Billing Date. If the fourteen (14)-dav waiting period expires.
and the Customer has not contacted the Company to rescind the supplicr selection or to notify
the Company of an error in the supplier selection. the selected supplier will become the Supplier
of Record on the Customer’s next Meter Read Date. If the Customer elects to rescind its supplier
selection. or notifies the Company of an error in supplier selection. within the fourteen (14) day
waiting period. the Company will notifyv the rejected supplier. electromically.  In the event a
Customer rescinds its supplier selection or notifies the Company of an error in the supplier
selection. after the fourteen (14) day warting period has ended. the Customer will be advised that
the fourteen (14) dav waiting period has expired and a switch must be requested via the normal
supplier selection process.

8.3 Change of Supplier

If a Customer contacts a new supplier to request a change of supplier and the new
supplier agrees to serve the Customer. the Customer's new supplier shall obtain appropriate
authorization from the Customer or person authorized to act on the Customer's behalt indicating
the Customer's choice of supplier. and shall thercupon follow the foregoing Procedure to

Formalize Selection of Supplier.
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Once the preceding process is complete, the Company will notify the Customer's prior
Supplier that the Customer has elected to terminate service from that Supﬁlier.
8.4 Requests to be Directed to Supplier

If a Customer contacts the Company to request initial service from a supplier. or to
request a change of suppliers, the Company will inform the Customer that the supplier must be
contacted directly with the request.
8.5  Switch from Supplier to BGS

[f a Customer contacts the Company to request a change from the Supplier to the
Company's tariffed I\SGS. the Company will process the request as follows. The Company will
send the Customer a confirmation letter notifving the Customer of the right to rescind the request
by contacting the Company within fourteen (14) days of the date on the confirmation letter. If
the Customer does not rescind the request. the request will take effect. and the Company will
commence the provision of BGS. on the first Meter Read Date that follows the Customer’s
request for a change by at least twenty (20) davs. The meter reading will occur on a regularly-
scheduled cycle. and will not be specially arranged mid-cyvele. The Company will notify the
Customer's prior Supplier ot the switch.
8.6 Customer Discontinuation of Service

If electric service to a Customer is discontinued for any reason. the Company will noufy
the current Supplier. via electronic file, ot the discontinuance of service for the account at the
Customer's location. If available. the Company will provide the Supplier that served the
Customer at the old location with the Customer's new mailing address or forwarding address.
The Customer must directly contact any supplier to initiate service from that supplier at the new
location.
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8.7  Provisions relating to the Supplier’s Customers

The Supplier shall be solely responsible for h\aving all necéssar}' and appropriate
contractual or other arrangements with its Customers, consistent with the Applicable Legal
Authorities and with this Agreement. The Company shall not be responsible for monitoring.
reviewing or enforcing such contracts or arrangements.

Nothing i this Agrec.a‘ment is intended to prevent the Supplier and a Customer from
agreeing to reallocate between them any Charges that this Agreement imposes on the Supplier.
provided that any such agreement shall not change in any way the Supplier's obligation to pay
such Charges to the \Compan_\'. and that any such agreement shall not confer upon the Company
any right to seek recourse directly from the Supplier's Customer for any Charges owed to the
Company by the Supplier.

8.8 Customer Obligations

Customers of the Supplier remain bound by the rules and requirements of the applicable
Company tariftf under which they receive service from the Company. with respect to such service.
and nothing hereunder shall be construed to alter the rules and requirements of the Applicable
Legal Authorities.

8.9 Indemnification

The Supplier shall defend. indemnity and hold harmless the Company from and against
any and all claims and/or labilities for losses. expenses or any other liability incurred by the
Company, including reasonable attornev’'s fees. relating to or arising out of anyv action taken by
the Company in reliance on the Supplier’s representation that it had obtained a Customer consent

required to be obtained herein. to the extent the Customer disputes the giving of such consent.
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ARTICLE 9: PROCEDURES FOR ENERGY SCHEDULING, CAPACITY RESOURCE
SUBMISSION AND TRANSMISSION PROCUREMENT

This Article 1s subject to change to reflect any relevant changes implemented by PJM.

The Supplier must adhere to any applicable operational requirements of PJM and the
Company necessary to protect the integrity of the transmission system within the PJM Control
Area. transmission systems of interconnected control areas. and the Company's Local
Distribution System. and must satisfv any and all PIM. MAAC and NERC criteria. where
applicable.

The Company and Supplier agree that the methodology used 1o determine customers’
peak load shares shiould adhere to the following principles: (a) the sum of all individual
customer peak load shares in a zone should equate to the zonal peak load contributions utilized in
the PJM determination of the zonal obligations for capacityv and Network Integration
Transmission Service. adjusted for contributions associated with customer turnover. or such
methodolog}" as may change from time to time to comply with PJM rules: (b) the allocation for a
particular customer should be independent of whether that customer is being served by the
Company or the Supplicer.

The Supplier will provide any and all necessary data required by the Company to assure
integrity of the load obligation calculation process.

9.1 Load Profiling

The Company and the Supplier recognize that the houriyv metering of certain Customers
may not be economically feasible. In order to enhance the opportunity to sell to these types of
Customers. the Company will provide the Supplier with historical load research data by rate

schedule.  The load research informaticn may be updated throughout the duration of this
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Agreement at the Company’s sole and exclusive discretion. Updated load profiles shall be made
available to the Supplier when available. Although the Company belicves the information is
accurate and correct to the best of the Company’s knowledge and belief. for its originally-
intended purposes. the Company makes no representations or warranties as to the accuracy’ or
usefulness of the information and takes no responsibility for the Supplier's use of the
information. The Company w.i_ll use load research information for the purpose of determining the
Supplier’s obligations with respect to individual Customer Unforced Capacity. hourly energy and

firm transmission requirements.

The Company’s load profiling methodology was filed with the Board in In the Matter of

the Energv Master Plan Phase II Proceeding to Investicate the Future Structure of the Electric

Power Industry and In the Matter of the Electric Restructurine Plans Filed bv Atlantic Citv

Electric. Jersey Central Power & Licht Company. Public Service Electric & Gas Company and

Rockland Electric Company. Respectively. Regarding Their Electric Restructuring Plans. Docket

Nos. EX94120585Y. LO97070437. EOS7070460. EO97070463. EO97070466. on or about
November 18. 1998. A copy of the filed methodology is attached hereto as part of Appendix D.
9.2 Updates to Typical Load Profile Data

The Company shall review periodically its load profiling methodology and algorithms.
and shall update the load profile data as needed.
9.3 Load Obligations

The Company and the Supplier acknowledge that the Supplier’s Customers are within the
Company’s metered boundaries and that metered Customer loads must be translated into
Supplier load allocations in order for Load Serving Entities to meet their respective PIM

obligations. These load obligations include. but are not limited to. hourly energy obligations.
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Unforced Capacity obligations. and firm transmission obligations under the PIM OATT and are

»

included in Appendix D.

(a) Energy

The procedures for developing and transmitting load obligations for the Suaplier’s hourly
energy are described in the prevailing [insert name of EDC manual]. incorporated herein by
reference. as is provided by .t_he Company. posted on the Company Website. and as may be
modified by the Company from tinte to time at its sole and exclusive discretion. A copy of said
Manual is included in Appendix D.

(b) Capagity

The procedures for developing and transmitting the Supplier’s peak load contribution to
be used by PJM to determine the Supplier’s Unforced Capacity obligations are described in the
prevailing [insert name of EDC manual]. incorporated herein by reference. as is provided ‘b}'
the Company. posted on the Company Website. and as may be modified by the Company {rom
time to time at its sole and exclusive discretion. A copy of said Manual 1s included in Appendix
D.

(¢) Transmission

The procedures tor developing and transmitting the peak load contributicn based upon
which the Supplicr will meet its obligations under the PIN OATT are described in the prevailing
[insert name of EDC manual|. incorporated herein by reference. as is provided by the
Company. posted on the Company Website. and as may be modified by the Company from ume

to time at its sole and exclusive discretion. A copy of said Manual 15 included in Appendix D.
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9.4  Energy Scheduling

The Company will not provide load forecasting sery‘iczes. The Supplier is responsible for
forecasting its customer load. and shall schedule energy rescurces to meet its obligations with
PIM as provided for in the PJM Agreements. procedures. and manuals. The Company shall
provide PJM and the Supplier with the data regarding the Supplier’s energy obligations for the
Supplier’s customers. as des.qribed in the prevailing [insert name of EDC manﬁal]. as is
provided by the Company. posted on the Company Website. and as may be modified by the
Company from time to time in its sole and exclusive discretion.

ARTICLE 10: THE ENERGY SETTLEMENT/RECONCILIATION PROCESS

The reconciliation and settlement of the Supplier’s obligations as a Load Serving Entity
(including energy. Unforced Capacity. and firm transmission service) shall be accomplished in
accordance with the prevailing [insert name of EDC manual]. and the prevailing [insert name
of EDC manual]. as are provided by the Company. posted on the Compuany Website. and as
may be modified by the Company from time to time. in its sole and exclusive discretion. and also
in accordance with the PIM Agreements. procedures. and manuals.

ARTICLE 11: SUPPLIER RETAIL OBLIGATIONS/SUPPLIER’S DISCONTINUANCE

OF CUSTOMERS OR WITHDRAWAL FROM PROVISION OF
COMPETITIVE ENERGY SUPPLY

11.1  Advance Notice to the Company and Customers

If the Supplier intends to discontinue service to one or more Customers or to withdraw
altogether from the provision of Competitive Energy Supply in the Company’s Service Territory.
the Supplier shall provide notice to all affected Customers and clectronic notice to the Company.
in a manner consistent with the Applicable Legal Authorities and the provisions of this

Agreement. Final notice to the Company shall be provided in an electronic form conforming to
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standards set by the Board or other interim standards mutually agreed to by the Parties. Such
final notice shall be irrevocable.

If the Supplier intends to “drop™ or discontinue service to any Customer not comprising
all of the Supplier’s Customers within an entire service or rate class as defined in the Company’s
retail tariff. the Supplier shall provide a minimum of thirty (30) calendar days™ notice to the
Custemer. The Supplier shall provide an electronic (EDI. e-mail. other) copy of such notice to
the Company if the Company has previously requested copies of all such notices. and shall
provide the Company with the final notice of the Customer ““drop™. in electronic form. by no less
than fifteen (13) du_x;s in advance of said Customer’s next Meter Read Date. Discontinuation
must take effect on the affected Customer’s or Customers” regularly-scheduled Meter Read
Date(s).

Notice to the Company shall be both written and electronic. The electronic notice shall
identify each Customer being dropped. in accordance with the notice requirements for switching.
The Supplier shall also notity each affected Customer a minimum ot thirty (30) dayvs prior to the
drop.

The Company shall provide electric service to the Customer on the effective date of the
cancellation of the Customer Supply Agreement. in accordance with the Company”s applicable
and prevailing tariff rates and the Applicable Legal Authorities. unless the Customer engages
another supplier. Such arrangements with another supplier would be subject to the initiation and
verification procedures of the Applicable Legal Authorities and the Company’s Third Party
Supplier Agreement with the supplier in question.

If the Supplier “drops™ or discontinues service to Customers comprising more than fifty

(50) percent of its Capacity Obligation within any thirty (30) dav period. provided such
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“dropped™ Capacity Obligation is comprised of more than 25 customers or is equal to more than
25 MW/ then the Supplier must have provided written notipe to the C omp‘an}' in accordance with
the notice provisions of Section 22.1 below. which notice is actually received by Company thirty
(’30)‘ days before the start of the thirty (30) day period in which service to such customers is
discontinued. A failure to have provided such written notice prior to the start of the thirty (30)
day period will constitute an gvent of Default, as defined in subsection 6.1(f) above. and will
result in a forfeiture of the full amount of the Supplier's posted security and any alternative credit
arrangements for the Customers being served by the Supplier at the start of the thirtv (30) dav
period. as set forth in\ Section 6.3 above.

If the Supplier has not been required to post security or any alternative credit
arrangement. the Supplier will be required to pay to the Company. within three (3) business davs
of receipt of notice from the Company that Supplier is in Default. an amount equal to the tull
amount of the Supplier’s credit exposure tor the Customers being served by the Supplier at the
start of the thirty (30) day period. as set forth in Section 6.3 above. pursuant to the credit
exposure calculation in Appendices Bl. B2 and B3. as applicable. as if’ the Supplier had not

otherwise been granted a ULC.

11.2  Effective Date of Discontinuance

Any discontinuance will take effect on a Meter Read Date. and in accordance with the
provisions of this Agreement that govern a Customer’s changes of supplier.
11.3  Costs for Noncompliance

Should the Supplier fail to satisfy the notice requirements herein. as well as the notice

requirements referenced in Sections 6.3 and 11.1 above. the Supplier shall reimburse the
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Company for any costs associated with such failure that are reasonably incurred under the
circumstances that prevail at the time the Company addl'ess?s the failure. including:
(1) mailings by the Company to the Supplier’s Customers to inform them of the
withdrawal and their options:
(11) non-standard/manual bill calculation and production performed by the Company:
(1)  Company perfo.r_mance of any of the Supplier’s data transfer responsibilities:
(iv)  charges or penalties imposed on the Company by PJM or other third parties
resulting from the Supplier’s non-performance; and
(v) unplan}ncd replacement capacity. energy. and/or transmission obligations.
11.4  Dispute Between the Supplier and its Customer
In the event of a dispute between the Supplier and a Customer as to termination of their
agreement with each other. the Supplier shall remain financially responsible to the Company for
energy and tapacity provided to the Customer by the Company while the Supplier was the
Customer's Supplier ot Record. subject to and consistent with the Applicable Legal Authorities.

ARTICLE 12: SUPPLIER CHARGES, BILLING AND PAYMENT

12.1  The Supplier Payment of Obligations to the Company

The Supplicr shall pay all Coordination Services Charges or any other Charges it incurs
hereunder in accordance with the following provisions:

(a) Billing Procedure:  Each Billing Month. the Company shall submit an invoice
to the Supplier for all Charges provided under this Agreement. The Supplier shall make pavment
for Charges incurred on or before the due date shown on the invoice. The due date shall be
determined by the Company and shall not be less than fifteen (15) days from the date of

transmittal of the invoice.
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The Parties agree that the Company may. as part of the routine billing and payment
process between the Company and the Supplier. “net” or foset any and all amounts which may
be due and owing by the Supplier to the Company against any and all amounts which may be due
and owing by the Company to the Supplier. as a result of the Company's collection of the
Supplier’s portion of Customer payments pursuant to Article 13 hereof. prior to rendering
payment or an invoice to the S_L}pplier.

(b) Billing Corrections: Invoices shall be subject to adjusiment for any arithmetic
errors. computation errors. meter reading errors, or other errors. provided that the Company’s
retail tariff and the ;\xpplicablc [Legal Authorities permit the Company to make adjustment with
the Customer for such errors. and provided that the errors become known within the period of
time in which such adjustment with the Customer is permitted by the Company's retail tarift and
the Applicable Legal Authorities.

(¢) © Manner of Payment: The Supplier shall make payments of tunds pavable to the
Company by electronic transter to a bank designated by the Company.

(d) Billing Disputes: If the Company does not receive written notification from the
Supplier of an objection to an invoice within twenty (20) davs from the due date of the invoice in
question. said invoice shull be deemed conclusive and binding on the Supplier. If a good faith
dispute arises between the Company and the Supplier regarding an invoice. the disputing Party
shall pay only the undisputed portion of the mvoice. if any. and shall present the dispute in
writing and submit supporting documentation to the non-disputing Party within twenty (20) davs
from the due date of the invoice in question. Billing disputes shall be addressed promptly, and in

accordance with the dispute resolution procedures set forth in Article 17.
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(e) Late Fee for Unpaid Balances: If payment is made to the Company after the due
date shown on the invoice. a late fee will be added to the unpaid balance until the entire invoice
is paid. This late fee will be 1.5% per calendar month on the unpaid balance.

12.2  Billing for Supplier’s Obligations to Other Parties

The Company will assume no responsibility for billing between the Supplier and PIM.
the Supplier and anv energy source, the Supplier and any other third partyv. or a Séheduling
Coordinator and any Coordinated Supplier.

ARTICLE 13: RETAIL CUSTOMER BILLING AND PAYMENT PROCEDURES

13.1  Billing Options

If Customer chooses to receive Dual Billing service. each Party will be responsible tor the
billing and remittance processing with respect to its own charges. If Customer chooses to
receive Consolidated Billing service from either Company or Supplier. the Supplier must exeeute
the Billing Services Agreement. which will then govern all billing and remittance issues.
13.2  Company Remittance Processing

[Heading retained for historical record purposes; section has been superseded by
Billing Services Agreement]
13.3 Meter Reading

The Company is responsible tor reading the Customer's meter. In the event an actual
meter reading cannot be obtained. the Company shall estimate the Customer's consumption for
billing purposes in accordance with its Tariff and with Board regulations.
13.4  No Supplier Termination of Service

The Supplier will not be permitted to physically terminate clectric service to a Customer.
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13.5 Billing Information

[Heading retained for historical record purposes; section has been superseded by
Billing Services Agreement]
13.6  Third Party Supplier Accounts

[Heading rctained for historical record purposes; section has been superseded by
Billing Services Agreement| .
13.7 Application of Payment

[Heading retained for historical record purposes; section has been superseded by
Billing Services Agr\eement]

ARTICLE 14: RETAIL METERING SERVICES

14.1  Meters

The meters used by the Company to assess distribution charges will be the same meters
used for Supplier customer billing.  Only Company-owned. Company-installed and Company-
read meters will be used to determine customer usage.
14.2  Measurement and Reading

Only a PJM-approved interchange meter or a Company meter and recording device will
be used to measure energy supplied by the Supplier.  All customers shall have their energy
deliveries metered and read in accordance with applicable BPU regulations.
14.3  Tariff

Additional terms. conditions and requirements applicable to metering service are
contained in the Company's prevailing Tantt for Electric Service. which is incorporated by

reference herein.
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ARTICLE 15: SYSTEM OPERATION

15.1 Disconnection and Curtailment

The Company shall have the right to disconnect (or otherwise curtail. interrupt or reduce
Ser\’fce to) the Supplier and the Supplier’'s Customers whenever the Company reasonably
determines. or when the Company is directed by PJM, that such a disconnection. curtailment.
interruption or reduction is necessary to facilitate construction. installation. maintenance. repair.
replacement or inspection of any of the Company’s facilities; to maintain the safety and
reliability of the Company’s electrical system: or due to any other reason. including Emergencies.
forced outages. potential overloading of the Company’s transmission and/or distribution circuits.
or Force Majeure.
15.2  Reasonable Efforts

The Company shall use reasonable efforts to: (a) minimize anv scheduled curtailment.
interruption -or reduction to the extent practicable under the circumstances: (b) provide the
Supplier with prior notification of any such curtailment. interruption or reduction. to the extent
practicable: and (¢) resume service as promptly as practicable.
15.3 PJM Requirements

The Supplicr acknowledges and agrees that. as a member of PIM. the Company is bound
by all PJM operating instructions. policies and procedures as are currently set torth in the PIM
Operating Manual. which aré available through the Internet on the PJM Home Page
(http://www.pjm.com). as may be revised from time to time. which are needed to maintain the
integrity of the PJM system. The Supplier acknowledges and agrees that it will cooperate with
the Company so that the Company will be in compliance with all PJIM Emergency Operations

Procedures, which include. but are not limited to. those procedures pertaining to minimum and
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maximum generation Emergencies. and measures requiring involuntary Customer participation.
such as supply voltage reduction or full interruption of\ Customer load by either manual or
automatic means.
15.4 Compliance With Governmental Directives

The Supplier also acknowledges and ‘agrees that the Company may need to act in
response to governmental or ..Ci\’il authority directives which may affect Customer load. The
Supplier agrees to cooperate with the Company in order to comply with said directives.

ARTICLE 16: CONFIDENTIALITY OF INFORMATION

16.1 Customer-Specific Information

The Supplier shall keep all Customer-specific information suppliecd by the Company
confidential unless the Supplier has the Customer's authorization to do otherwise.
16.2  Company Information

All Company information available to the Supplier in connection with the provision of
Coordination Services. including service or rate class load profile data. and information
regarding the Company. computer systems. or communications systems shall not be disclosed to
third parties without appropriate authorization and/or consent.
16.3  Non-Public Credit Support Data

All non-public tinancial data provided by Supplier for the purpose of making
creditworthiness determinations under Appendixes Bl. B2 and B3 hercunder. which financial
data has been identified by Supplier as confidential. shall not be disclosed to third parties without
authorization and/or consent from Supplier: provided. however. that the Company shall be
entitled to make such financial data available to the BPU or the staft of the BPU without such

authorization and/or consent from Supplier.
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ARTICLE 17: DISPUTE RESOLUTION

17.1  Informal Resolution of Disputes

The Company and the Supplier shall use good faith and commercially reasonable efforts
to informally resolve all disputes arising out of the implementation of this Agreement and’or the
conduct of Coordination Services hereunder. The Supplier's point of contact for all information.
operations. questions. and problems regarding Coordination Services shall be the Company's
Retail Settlement Operations Unit and the Company Website. Any dispute between the
Company and the Supplier under this Agreement may be referred to a designated senior
representative of cach of the Parties for resolution on an informal basis as promptly as
practicable.
17.2 Recourse to Agencies or Courts of Competent Jurisdiction

Nothing in this Agreement shall restrict the rights of either Party to file a complaint \\l[h
the FERC under relevant provisions of the Federal Power Act ("FPA™). with the Board under
relevant provisions of the Applicable Legal Authorities. with a New Jersev State court of
competent jurisdiction. or with a federal court of competent jurisdiction situated in the State of

New Jersey.

ARTICLE 18: FORCE MAJEURE

The Company and the Supplier shall use due diligence to perform their respective
obligations under this Agreement.  However. in the event that either Party is delayved in or
prevented from performing or carrving out its obligations under this Agreement by reason of an
event of Force Majeure which by the exercise of due diligence and foresight the Party could not
reasonably have been expected to avoid and which by the exercise of due diligence the Party is

unable to overcome. such Party shall not be liable to the other Party for or on account of any loss.
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damage. injury or expense resulting from or arising out of such delay or prevention: provided.
however, that the Party encountering such delay or pre\’ention shall give the other Party prompt
notice thereof and shall use due diligence to remove the cause or causes thereof. Events of Force
Majeure include a catastrophic weather condition. flood. fire. lightning. epidemic. quarantine.
war. sabotage. act of a public enemy. earthquake, insurrection. riot. civil disturbance. strike. or
restraint by court order or Bublic authority, action or non-action bv or inuhilil_\i to obtain
authorization or approval from ahy governmental or other authority. including PIM. The
settlement of strikes and labor disturbances shall be wholly within the sole discretion of the Party
experiencing that di\fﬁcult}: Economic hardship of either Party shall not constitute a Force
Majeure under this Agreement.

ARTICLE 19: REGULATORY AUTHORIZATIONS AND JURISDICTION

19.1 Compliance With Applicable Legal Authorities

The Company and the Supplier are subject to. and shall comply with. all existing or future
applicable federal. State and local laws. all existing or future duly-promulgated orders or other
duly-authorized actions of PJM or of governmental authorities having applicable jurisdiction.
The Company will not violate. directly or indirectly. or become a Party to a violation of any
requirement of PJM or any applicable federal. State or local statute. regulation. rule or order in
order to provide service to the Supplier. The Company’s obligation to provide service is subject
to the condition that all requisite governmental and regulatory approvals for the provision of such
service will have been obtained and will be mamtained in force during such period of service.
19.2  Change in Applicable Legal Authorities

This Agreement is subject to change in the future to reflect anv FERC-approved changes

in the pricing mechanism. structure and /or operations of PIM. and to reflect any relevant
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changes required by the Board or other New Jersey State agency having jurisdiction. or by virtue
of any federal or State law of regulation, and such changeg shall be deemed to be binding upon
the Parties, except where the right to terminate is exercised in accordance with Article 3 herein.
19.3  FERC Jurisdiction

The inclusion of FERC-jurisdictional matters within the scope of this Agreement is
intended solely for informati.c_)nal purposes and is not intended to accord anv jurisdictional
authority over such matters to the'Board. If anything stated herein is found by the FERC to
conflict with or be inconsistent with any provision of the FPA. or any rule. regulation. order or
determination of thci FERC under the FPA. the applicable FERC rule. regulation. order or
determination shall control. To the extent required under any provision of the FPA. or any rule.
regulation, order or determination of the FERC under the FPA. the Company shall use reasonable
efforts to secure. from time to time. all appropriate orders. approvals and determinations from the
FERC necessary to support this Agreement.

ARTICLE 20: LIMITATION OF LIABILITY

20.1  Limitation On Liability for Delivery Service

The Company does not guarantee continuous. regular and uninterrupted supply of service.
Without limiting the Company’s rights. the Company mayv. without liabilitv. disconnect. curtail.
interrupt or reduce service to the Supplier and the Supplier’s Customers pursuant to Section 135.1.
The Company shall have the same duties and limitations on liabilitv for distribution service to
Supplier and its customers as to those customers receiving electric energy and capacity from the
Company. The Company shall not be liable to the Supplier for any 14)55 or damage. direct or

indirect. resulting from any such disconnection. curtailment. interruption or reduction.
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20.2  Additional Limitations on Liability

Netther Party shall have any liability to the other Pa}rty for consequential. indirect. special
or punitive damages. including lost profits or lost revenues. arising out of such Party’s errors and
omissions for activities under this Agreement not covered by Section 20.1. As a result. liability
hereunder for such activities is limited to direct damages. Other than its duty to deliver electric
energy and capacity. which 15 governed by Section 20.1. the Company shall have no duty or
hability to the Supplier providing Competitive Energy Supply based on the rights and
responsibilities that exist under the contract or other relationship between the Supplier and a
Customer of the Supplier. The Company shall implement Customer selection of a Supplier
consistent with the Applicable Legal Authorities and shall have no liability o the Supplier
arising out of or related to Customers™ decisions in switching among the Suppliers.

This Agreement does not create any duty or lability on the part of the Company to
Customers for the errors or omissions of the Company or the Supplier. If any liability for a
Customer's lost savings arising out of an error or omission in customer enrollment or switching
should be imposed upon a Party by the Applicable Legal Authoritics. and analvsis of the EDI
transaction trail for the transaction at issue demonstrates that the error or omission was caused by
the other Party. the financial responsibility for that liability shall be assumed by such other Party.

This Agreement does not create any duty to any BGS Supplier with respect to the
administration of this Agreement by the Company. including. without limitation. with respect to
the credit and security provisions of this Agreement and Article 11. Nor will the Company have
any lability to any BGS Supplier for any act or failure to act in connection with such
administration.  If any dispute arises among the BGS Suppliers regarding the allocation of

forfeited security (net of the Company’s costs as described in Section 11.3) pursuant to BGS



Suppliers pursuant to Article 11 of this Agreement. then such forfeited security (net of the
Company's costs as described in Section 11.3) will be deppsited Into an ih‘[eresl-bearing account
pending final disposition of such dispute.
20.3  Possession and Control of Electric Energy

For purposes of indemnification, the Company shall be deemed to possess and control the
electric energy produced by the Supplier upon receipt thereof (at the Compary's distribution
facility. at the PJM bus. or at the point of receipt as it may otherwise be defined by the
Applicable Legal Authorities). until the electric energy is delivered to the Customer or for the
Customer's account at the point of delivery (at the Customer's meter, or at the point of delivery as
it may otherwise be defined by the Applicable Legal Authorities). The Supplier shall be deemed
to possess and control the electricity prior to such receipt by the Company. Subject to the
provisions of this Article. the Party in possession and control (the "Indemnifving Party") will
indemnify the other Party (the "Indemnified Party") for liability arising out of such possession
and control.

ARTICLE 21: INDEMNIFICATION

21.1  Indemnification

Should a Party (the “Indemnified Party™) become the defendant in. or obligor for. any
claims and/or liabilities for losses. expenses. damage to property. injury to or death of any person
including a Party’s employees or any third parties. that were caused by an act or emission of the
other Party, for which that other Party has assumed liability under the terms of this Agreement
(the “Indemnifying Party™). the Indemnifving Party shall defend (at the Indemnified party’s
option). indemnify and hold harmless the Indemnified Party from and against any and all such

claims and/or liabilities, except to the extent that a court of competent jurisdiction determines
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that the losses. expenses or damage were caused wholly or in part by any negligent or willful act
or omission of the Indemnitied Party. The Indemnified Pa;rty may. at fts OWn expense. retain
counse] and participate in the defense of any such suit or action.
21.2  Survives Agreement

The obligation of either Party to defend. indemnify. and hold harmless the other Partv
under this Article shall sur\'ix_'p termination of this Agreement. and shall not be limited in any
way by any limitation on the amount or type of damages. compensation. or benefits pavable by or
for either Party under any statutory scheme. including any Worker's Compensation Acts.
Disability Benetit Acts or other Employee Benefit Acts.
21.3  Implementation of Change in Supplier

[t 1s specifically understood and agreed. without limiting the Company's right 1o
indemnification under this Article. that the Supplier shall indemnify the Company from and
against all claims and or liabilities arising out of the switching of customers to Competitive
Power Supply service provided by the Supplier. under the procedures in Article §. including but
not limited to "slamming”. as that term may be defined by the Board.

ARTICLE 22: MISCELLANEOUS PROVISIONS

22.1 Notices

Unless otherwise stated herein. all notices. demands or requests required or permitted
under this Agreement shall be m writing and shall be personally delivered or sent by overnight
express mail, courier service or facsimile transmission (with the original transmitted by anv of

the other atorementioned delivery methods) addressed as follows:
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If to the Supplier to:
[insert name, address, phone and fax]

If to the Company to:
[insert name. address, phone and fax]

Copy to: .

[insert name. address. phone and fax]

or to such other person at such other address as a Party shall designate by like notice to the other
Party. Notice received after the close of the Business Day shall be deemed received on the next
Business Day.
22.2  No Prejudice of Rights

The failure of cither Party to insist on any one or more instances upon strict performance
of any provisions of this Agreement. or to take advantage of any ot its rights hereunder. shall not
be construed as a waiver of any such provisions or the relinquishment of anv such right or any
other right hereunder. which shall remain in full force and effect. No term or condition of this
Agreement shall be deemed to have been waived and no breach excused unless such waiver or
consent to excuse is In writing and signed by the Party claimed to have waived or consented to
excuse.
22.3  Gratuities to Employees

The Company prohibits its employvees from using their official positions for personal
financial gain, or from accepting any personal advantage from anvone under circumstances which
might reasonably be interpreted as an attempt to influence the recipients in the conduct of their

NY #332388
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official duties. ~ The Supplier and its employees and representatives shall not. under
circumstances which might reasonably be interpreted as an attempt 10 influence the recipients in
the conduct of their duties. extend any gratuity or special favor to emplovees of the Company.
22.4  Assignment

Neither Party shall assign any of its rights or obligations under this Agreement without
obtaining (a) any necessary re.gulatory approval(s); and (b) the prior written consent of the non-
assigning Party, which consent shall not be unreasonably withheld. No assignment of this
Agreement shall relieve the assigning Party of any of its obligations under this Agreement until
such obligations ha\'fz been assumed by the assignee. Any assignment in violation of this Section
shall be void. However. the Company may assign any or all of its rights and obligations under
this Agreement. without the Supplier’s consent. to any entity succeeding to all or substantially all
of the assets of the Company. if such assignee agrees. in writing. to be bound by all of the terms
and conditions hereot and it any necessary regulatory approvals are obtained.
22.5  Governing Law

To the extent not subject to the jurisdiction of the FERC. questions including those
concerning the formation. validity. interpretation. execution. amendment. termination and
construction of this Agreement shall be governed by the laws of the State of New Jfersev. without
regard to principles of conflicts of law. Any lawsuit arising in connection with this Agreement
shall be brought in the state or federal courts of New Jersev.

22.6 Headings

The headings and subheadings contained in this Agreement are used solely for

convenience and do not constitute a part of the Agreement between the Partics hereunto. nor

should they be used to aid in any manner in the construction of this Agreement.
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22.7  Third Party Beneficiaries

This Agreement is intended solely for the benefit pf the Parties hereto. Nothing in this
Agreement shall be construed to create any duty. or standard of care with referance to. or any
liabivlity to. any person not a Party to this Agreement.

22.8  General Miscellaneous Provisions

a. This Agrcemen.t‘ shall not be interpreted or construed to create an association. joint
venture. or partnership between the Parties, or to impose any partnership obligation or liability
upon either Party. Neither Party shall have any right. power. or authority to enter into any
agreement or undertqking for. or on behalf of. or to act as or be an agent or representative of. or
to otherwise bind. the other Party.

b. Cancellation. expiration or earlier termination of this Agreement shall not relieve
the Parties of obligations that by their nature survive such cancellation. expiration or termination.
including warranties. remedies. promises of indemnity and confidentiality.

C. Should any provision of this Agreement be held invalid or unenforceable. such
provision shall be invalid or unenforceable only to the extent of such invalidity or
unenforceability without invalidating or rendering unenforceable anv other provision hercof
unless 1t materially changes the agreement of the Partics.

d. Each of the Parties acknowledges that it has read this Agreement. understands it.
and agrees to be bound by its terms. This Agreement is intended by the Parties as a final
expression of their agreement. The Parties further agree that this Agreement is the complete and
exclusive statement of agreement and supersedes all proposals (oral or writien). understandings.

representations. conditions. warranties, covenants and all other communications between the

Parties relating thereto.
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229 Taxes

All present or future federal, state. municipal or other taxes ifnposed by any taxing
authority by reason of a sale to the Supplier’s Customers under this Agreement shall be the
liability of the Supplier. The Supplier shall pay all such taxes to the applicable taxing authority
to the extent required or permitted by law. If any transaction is exempt from the payment of any
such taxes, the Supplier will.2 if requested. provide the Company with valid tax exemption
certificates. Should the Company be required to remit any such taxes directly to any applicable
taxing authority. other than taxes previously collected by the Company dirzctly from the
Supplier’s Customcr\s. the Supplier will defend and indemnify the Company and will pay to the
Company all such tax amounts upon demand.

22.10 Use of the Word "Including"

The word "including". when following any general statement or term. is not to be
construed as'limiting the general statement or term to the specific items or matters set forth or to
similar items or matters. but rather as permitting the general statement or term to refer to all other
items or matters that could reasonably fall within its broadest possible scope.

22.11 Federal Acquisition Regulation

If any of the following clauses prescribed by the Federal Acquisition Regulation ("FAR™).
48 Code of Federal Regulations Chapter 1 should be deemed to apply to this Agreement. the
Supplier shall comply with the requirements of such clause(s). and shall include the terms or

substance of such clause(s) in its subcontracts. as and to the extent required by the FAR:

1) Clean Air and Water: §32.223-2:
2) Contract Work Hours and Safety  Standards  Act-Overtime
Compensation: §32.222-4
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Equal Opportunity: §32.222-26:

3)
Affirmative Action for and Emplovmeni Reports on Special
5200037

4
Disabled and Vietnam Era Veterans: §52.222-35 and §32.222
3) Affirmative Action for Handicapped Workers: §52.222-36:
6) Utilization of Small Business Concerns and Small Disadvantaged
}éusiness Concerns and Small Business and Small Disadvantaged

Busintess Subcontracting Plan: §32.219-8 and §32-219-9.

In case of a conflict between the provisions of the FAR and the balance of this

Agreement, the requirements of the FAR shall prevail.

22.12 Amendment
This Agreement. including the appendices hereto. cannot be amended without the

approval of the Board. and requests for such approval can be initiated only upon written notice to

all Parties. -
IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be

executed by their dulv authorized representatives as of the date first set torth above.
[SUPPLIER]

BY":
Tule

ATTEST:

Secretary
[EDC]

BY:
Title

ATTEST:
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APPENDIX B1

»

CREDITWORTHINESS STANDARDS FOF! SUPPLIERS SERVING

BGS-CIEP-ELIGIBLE CUSTOMERS

The Company will determine whether a given supplier is creditworthy.

A Supplier or its G.uaran'tor is deemed creditworthy upon meeting the following
requirements: (1) must be rated by at least two of the following rating agencies: Standard &
Poor’s Rating Services (“S&P™). Moody’s Investors Service. Inc. (“Moody’s™). or Fitch. Inc.
(“Fitch™). and (2) n\mst have a minimum senior unsecured debt rating (or. if unavailable.
corporate 1ssuer debt rating discounted one notch) of at least “BBB-" from S&P. “Baa3™ trom
Moody’s. or “BBB-" from Fitch (a "Minimum Rating™). In case of split ratings. the lowest rating
will be used. In all instances. the most current senior unsecured debt rating (or. it unavailable.
the most current corporate issuer debt rating discounted one notch) will be used.

A Supplier or its Guarantor that satisfies the aforementioned criteria will be eranted an
ULC. The ULC will be used by the Suppliers or its Guarantors solely to partially or fully cover
the credit exposure as defined below.

The maximum level of the ULC will be determined based on the following table:

. . . \
Credit Rating of the Supplier Max. Unsecured

I Line of Credit

S&P ' Moody's Fitch

" A- and above A5 and above A- and above 16% of TNW

BBB+ ' Baal BBB+ 10% of TNW

'BBB Baa2 BBB 8% of TNW
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4
|
| 6% of TNW
|

0% of TNW

BBB- | Baa3
\
Below BBB- [

|
|

' Below Baa3 [ Below BBB-
!

where TNW is the Tangible Net Worth.

The Supplier must also provide the Company with its most recent independentlv-audited
financial statements or, if the ,Supplier is a publicly held firm, its most recent Form 10-K and
Form 10-Q. On an ongoing basis. the Supplier must continue to provide the Company with
updated versions of all of the above, as they become available. Specifically. Supplier must
provide updated Form 10-Ks and updated Form 10-Qs to the Company contemporaneously upon
filing with the Securities and Exchange Commission (“SEC™). and. in any event. must provide
updated financial statements or Form 10-Ks and updated Form 10-Qs to the Company no later
than the date that Form 10-Ks and Form 10-Qs are required to be filed with the SEC pursuant to
applicable law.

The Company may make alternative credit arrangements with a Supplier that 1s unable to
demonstrate creditworthiness by the aforementioned criteria.

Alternative credit arrangements may include any of the following:

a. a guarantee of pavment. satisfactory in form and substance to the
Company. from a parent Guarantor deemed by the Company to be creditworthy.
using the aforementioned criteria. in an amount equal to $2.806 per MW of
Capacity Obligation for the BGS-CIEP-cligible Customers served by the Supplicr.
as determined by the Company. which Capacity Obligations are subject to
adjustment in the Company's sole and exclusive judgment:

b. an 1rrevocable Letter of Credit. satisfactory in form and substance to the
Company. issued by a bank or other financial institution with a minimum “A™
senior unsecured debt rating (or if unavailable. corporate issuer rating discounted

one notch) that is acceptable to the Company. in an amount equal to $2.800 per
MW of Capacity Obligation for the BGS-CIEP-eligible Customers served by the
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Supplier. as determined by the Company. which Capacity Obligations are subject
to adjustment in the Company’s sole and exclusive judgment:

C. an advance cash deposit in an amount equal to $2.800 per MW of Capacity
Obligation for the BGS-CIEP-eligible Customers served by the Supplier. as
determined by the Company, which Capacity Obligations are subject to
adjustment in the Company’s sole and exclusive judgment.

The credit exposure will be based on the Capacity Obligations for the BGS-CIEP-eligible
Customers served by the Suﬁplier and shall be estimated by the Company as follows: the
Company will obtain a calculation from the Supplier. quantifving the Capacity Obligations for
the BGS-CIEP-eligible Customers.  After power has flowed for thirty (30) davs. the credit
exposure will be recalculated.  The newly-calculated credit exposure will be adjusted by
rounding 1t down to the next lower multiple of $5.000 (“Adjusted Exposure™). If the Adjusted
Exposure exceeds the ULC or alternative security posted. the Company will notify the Supplier
and request that the Supplier provide additional security equal to the difference between the
Adjusted Exposure and the ULC or alternative security posted. The Supplier will have three (3)
business days afier receipt of the Company’s notice of additional security requircments to post
such additional sccurity. Failure by the Supplicr to post additional security will be considered an
event of Default. as defined in Section 6.1. above. The calculation of credit exposure will
continue to be made in this fashion.

In the event that the Supplier posts more credit with the Company than is required based
on the calculations sct forth above. the Supplier may request that the Company return to it such
excess credit amount no more frequently than on a quarterly basis.

Similar credit arrangements shall be made with Suppliers which meet the atorementioned

creditworthiness criteria and for which the credit exposure amount exceeds the ULC. In this
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case. the amount covered by the credit instruments will be equal to the credit exposure amount

o

exceeding the ULC.
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APPENDIX B2
CREDITWORTHINESS STANDARDS FOR SUPPLIERS SERVING

BGS-FP-ELIGIBLE CUSTOMERS

The Company will determine whether a given supplier is creditworthy.

The Supplier or its Guarantor is deemed creditworthy upon meeting the following
requirements: (1) must be rated b\ at least two of the following rating agencies: Standard &
Poor’s Rating Services ("S&P™). Moody’s Investors Service. Inc. (“Moodv's™). or Fitch. Inc.
("Fitch™), and (2) must have a minimum senior unsecured debt rating (or. if unavailable.
corporate issuer debt rating discounted one notch) of at least "BBB-" from S&P. “Baad™ from
Moody’s, or "BBB-" trom Fitch (a “Minimum Rating™). In case of split ratings. the lowest rating
will be used. In all instances. the most current senior unsecured debt rating (or. if unavailable.
the most current corporate issuer debt rating discounted one notch) will be used.

A Supplier or its Guarantor that satisfies the aforementioned criteria will be granted an
Unsecured Line of Credit ("ULC™). The ULC will be used by the Suppliers or its Guarantors
solely to partially or fuliy cover the credit exposure as defined below.

The maximum level of the ULC will be determined based on the following 1able.

Credit Rating ot the TPS Supplicr ' Max. Unsecured
Line ~t Credit
P S&P FMoody's Fitch |
A- and above S A3 and above A-and above 1 16% of TNW ‘
i | i
BBB+ - Baal | BBB- 10% of TNW |
- BBB ' Baa2 BBB ‘ 8% of TNW
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-

BBB- l Baa3 BBB- 6% of TNW
f

|

vs]

elow BBB- ; Below Baa3 Below BBB- 0% of TNW

where TNW is the Tangible Net Worth.
The Supplier must also provide the Company with its most recent independently-audited

financial statements or. if the Supplier is a publicly held firm, its most recent Form. 10-K and

Form 10-Q. On an ongoing basis. the Supplier must continue to provide the Company with
updated versions of all of the above, as they become available. Specifically. Supplier must
provide updated Form 10-Ks and updated Form 10-Qs to the Company contemporaneously upon
filing with the Securities and Exchange Commission (“SEC™). and. in any event. must provide
updated financial statements or Form 10-Ks and updated Form 10-Qs to the Company no later
than the date that Form 10-Ks and Form 10-Qs are required to be filed with the SEC pursuant to
applicable faw.

The Company may make alternative credit arrangements with a Supplier that is unable to
demonstrate creditworthiness by the aforementioned criteria. Alternative credit arrangements
may include any of the following:

a. a guarantee of pavment. satistactory in form and substance to the
Company. from a parent Guarantor deemed by the Company to be creditworthy.,
using the aforementioned criteria. in an amount equal to (i) $9.000 per MW of
Capacity Obligation for the BGS-FP-eligible Customers in rate classes [insert
residential rate classes] served by the Supplier except for those Customers in rate
classes [insert residential rate classes] served by the Supplicr as part of a
governmental aggregation program. and (ii) $6.000 per MW of Capacity
Obligation for the BGS-FP-eligible Customers in rate classes [insert C&I rate
classes] served by the Supplier and BGS-FP-cligible Customers served by the
Supplier as part of a governmental aggregation program. as determined by the
Company. which amount is subject to adjustment in the Company's sole and
exclusive judgment:
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b. an 1rrevocable Letter of Credit. satisfactory in form and substance to the
Company, issued by a bank or other financial institution with a minimum “A"
senior unsecured rating (or if unavailable. corporate issuer rating discounted one
notch) that is acceptable to the Company, in an amount equal to (i) $9.000 per
MW of Capacity Obligation for the BGS-FP-eligible Customers in rate classes
[insert residential rate classes] served by the Supplier except for those BGS-FP
Customers in rate classes |insert residential rate classes] served by the Supplier
as part of a governmental aggregation program. and (i) $6.000 per MW of
Capacity Obligation for the BGS-FP-eligible Customers in rate classes [insert
C&I rate classes] served by the Supplier and BGS-FP-eligible Customers served
by the Suppher as part of a governmental aggregation program. as determined by
the Company. which amount is subject to adjustment in the Company's sole and
exclusive judgment: or

C. an advance cash deposit in an amount equal to (i) $9.000 per MW of
Capacity Obligation for the BGS-FP-eligible Customers in rate classes [insert
residential rate classes] served by the Supplier except for those BGS-FP
Customers in rate classes [insert residential rate classes] served by the Supplier
as part of a governmental aggregation program. and (ii) $6.000 per MW of
Capacity Obligation for the BGS-FP-eligible Customers in rate classes [insert
C&I rate classes] served by the Supplier and BGS-FP-eligible Customers served
by the Supplier as part of a governmental aggregation program. as determined by
the Company. which amount is subject to adjustment in the Company's sole and
exclusive judgment.

The credit exposure will be based on the Supplier Responsibilitv Share for the BGS-FP-
eligible Customers served by the Supplier and shall be estimated by the Company as follows: the
Company will obtain a calculation from the Supplier. quantifyving the Capacity Obligations for
the BGS-FP-eligible Customers served by the Supplier.  After power has flowec for thirty (30)
days. the credit exposure will be recalculated.  The newly-calculated credit exposure will be
adjusted by rounding it down to the next lower multiple of $15.000 (“Adjusted Exposure™). If
the Adjusted Exposure exceeds the ULC or alternaiive security posted. the Company will notify
the Supplier and request that the Supplier provide additional security' equal to the difference

between the Adjusted Exposure and the ULC or alternative security posted. The Supplier will

have three (3) business days after receipt of the Company’s notice of additional security
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requirements to post such additional security. Failure by the Supplier to post additional security
will be considered an event of Default, as defined in Sectiop 6.1, above. The calculation of credit
exposure will continue to be made in this fashion.

In the event that the Supplier posts more credit with the Company than is required under
the calculations set forth above, the Supplier may request that the Company return to it such
excess credit amount no more frequently than on a quarterly basis.

Similar credit arrangements shall be made with Suppliers which meet the aforementioned
creditworthiness criteria and for which the credit exposure amount exceeds the ULC. In this
case. the amount CO\:ered by the credit instruments will be equal to the credit exposure amount

exceeding the ULC.

NY #532388

61



APPENDIX B3
CREDITWORTHINESS STANDARDS FOR SUPPLIERS SERVING

BOTH BGS-CIEP-ELIGIBLE AND BGS-FP-ELIGIBLE CUSTOMERS

For Suppliers serving both BGS-CIEP-eligible and BGS-FP-eligible Customers. the total
credit exposure will be calculated bx adding the credit exposures for the BGS-CIEP-eligible and
BGS-FP-eligible Customers served. The credit exposure for the BGS-CIEP-eligible and BGS-
FP-eligible Customers will be calculated as indicated in Appendices B1 and B2. respectively.

Rules for determining the ULC. requirements to supply audited financial statements. and
allowances for alternative credit arrangements are as set forth in Appendices Bl and B2. The
credit exposure will take into account the total credit exposure are as set forth in the first

paragraph of this Appendix.
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THIRD PARTY
SUPPLIER AGREEMENT
AE Specific Appendix
APPROVED DECEMBER 22, 2004

APPENDIX B1

CREDITWORTHINESS STANDARDS FOR SUPPLIERS SERVING
BGS-CIEP-ELIGIBLE CUSTOMERS

The Company will determine whether a given supplier is creditworthy.

A Supplier or its Guarantor is deemed creditworthy upon meeting the following requirements: (1)
must be rated by at least two of the following rating agencies: Standard & Poor’s Rating Services
("S&P”), Moody's Investors Service. Inc. (“Moody’s™). or Fitch, Inc. (“Fitch™). and (2) must
have a minimum segior unsecured debt rating (or, if unavailable. corporate 1ssuer debt rating
discounted one notch) of at least “BBB-" from S&P. “Baa3” from Moodyv’s. or "BBB-" from
Fitch (a “Minimum Rating”™). In case of split ratings. the lowest rating will be used. In all
instances. the most current senior unsecured debt rating (or. if unavailable. the most current
corporate issuer debt rating discounted one notch) will be used.

A Supplier or its Guarantor that satisties the aforementioned criteria will be eranted an
Unsecured Line of Credit ("ULC™). The ULC will be used by the Suppliers or its Guarantors
solely to partially or tullv cover the credit exposure as defined below.

The maximum level of the ULC will be determined based on the following table:

|

|

Credit Rating of the Supplier Max. Unsecured \
' Line of Credit :
S&P  Moody’s ' Fitch ‘
A- and above " A3 and above ! A-andabove | 16% of TNW ‘
BBB+ Baal BBB+ ' 10% of TNW
|
- BBB Baa2 i BBB 8% of TNW !
| BBB- Baas BBB- 6% of TNW
‘Below BBB- | Below Baa3  Below BBB- | 0% of INW |

l

where TN'W is the Tangible Net Worth.



The Supplier must also provide the Company with its most recent independentlv-audited
financial statements or, if the Supplier is a publicly held firm. its most recent Form 10-K and
Form 10-Q. On an ongoing basis. the Supplier must continue to prov.ide the Company with
updated versions of all of the above. as they become available. Specifically, Supplier must
provide updated Form 10-Ks and updated Form 10-Qs to the Company contemporaneously upon
filing with the Securities and Exchange Commission ("SEC™). and. in any event. must provide
updated financial statements or Form 10-Ks and updared Form 10-Qs to the Company no later
than the date that Form 10-Ks and Form 10-Qs are required to be filed with the SEC pursuant to
applicable law.

The Company may make alternative credit arrangements with a Supplier that is unable 1o
demonstrate creditworthiness by the aforementioned criteria. Alternative credit arrangements
may include any of the following:

a. a guarantee of payment. satisfactory in form and substance to the Company. from a parent
Guarantor deemed by the Company to be creditworthy, using the aforementioned criteria. in an
amount equal to $2.800 per MW of Capacity Obligation for the BGS-CIEP-eligible Customers
served by the Supplier. as determined by the Company. which Capacity Obligations are subject to
adjustment in the Company’s sole and exclusive judgment:

b. an irrevocable Letter of Credit. satisfactory in form and substance to the Company. issued
by a bank or other financial institution with a minimum “A” senior unsecured debt rating (or if
unavailable, corporate issuer rating discounted one notch) that is acceptable to the Company. in
an amount equal to $2.800 per MW of Capacity Obligation for the BGS-CIEP-eligible
Customers served by the Supplier. as determined by the Company. which Capacity Obligations
are subject to adjustment in the Company’s sole and exclusive Jjudgment:

C. an advance cash deposit in an amount equal to $2.800 per MW of Capacity Obligation for
the BGS-CIEP-eligible Customers served by the Supplier. as determined by the Company. which
Capacity Obligations are subject to adjustment in the Company’s sole and exclusive judygment.

The credit exposure will be based on the Capacity Obligations for the BGS-CIEP-¢ligible
Customers served by the Supplier and shall be estimated by the Company as follows: the
Company shall obtain a calculation from the Supplier. quantifving the Capacity Obligations for
the BGS-CIEP-eligible Customers. After power has flowed for thirty days. the amount will be
adjusted, so long as the new dollar amount of sccurity represented thereby talls outside of a
deadband of $25.000. Adjustments will continue to be made in this fashion. with the deadband
calculated around the dollar amount of security in effect at the time of the calculation. The
Company will notify the Supplier of any such needed adjustments. In the event that the
estimated credit exposure fluctuates within the deadband. either Party mas periodically. but not
more frequently than quarterly. request that the amount of securicy be adjusted within the

deadband.

Similar credit arrangements shall be made with Suppliers which meet the aforementioned
creditworthiness criteria and for which the credit exposure amount exceeds the ULC. In this
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case, the amount covered by the credit instruments will be equal to the credit exposure amount
exceeding the ULC.

L3



APPENDIX B2

L d

CREDITWORTHINESS STANDARDS FOR SUPPLIERS SERVING

BGS-FP-ELIGIBLE CUSTOMERS

The Company will determine whether a given supplier is creditworthy.

The Supplier or its Guarantor is deemed creditworthy upon meeting the following requirements:
(1) must be rated by at least two of the following rating agencies: Standard & Poor’s Rating
Services ("S&P7). Moody s Investors Service. Inc. (“Moody"s™). or Fitch. Inc. (“Fitch™). and (2)
must have a minimum senior unsecured debt rating (or. if unavailable. corporate issuer debt
rating discounted one notch) of at least “BBB-" from S&P. “Baa3™ from Moody’s. or "BBB-"
from Fitch (a "Minimum Rating™). In case of split ratings. the lowest rating will be used. In all
instances. the most current senior unsecured debt rating (or. if unavailable. the most current
corporate issuer debt rating discounted one notch) will be used.

A Supplier or its Guarantor that satisfies the aforementioned criteria will be granted an
Unsecured Line of Credit ("ULC™). The ULC will be used by the Suppliers or its Guarantors
solely to partially or fully cover the credit exposure as defined below:.

The maximum level of the ULC will be deterrnined based on the following table:

; ] R
|
‘ |

i Credit Rating of the TPS Supplier ' ' Max. Unsecured
1 Line of Credit
| S&P Moodys  Fitch | |
1 1
L : ‘ _
 A-and above A3 and above A-and above 16% of TNW !
1 i :
| ‘ s
' BBB+ | Baal ' BBB~ - 10% of TNW 1‘
i | 1 ;
| | |
BBB Baa2 'BBB 8% of TNW |
BBB- ' Baa3 | BBB- 6% of TNW 7:
| | : | 1
Below BBB- Below Baa3 Below BBB- ‘ 0% of TNW

where TNW is the Tangible Net Worth.
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The Supplier must also provide the Company with its most recent mdependentlyv-audited
financial statements or. if the Supplier is a publicly held firm. its most recent Form 10-K and
Form 10-Q. On an ongoing basis. the Supplier must continue to provide the Company with
updated versions of all of the above. as they become available. Specifically. Supplier must
provide updated Form 10-Ks and updated Form 10-Qs to the Company contemporancously upon
filing with the Securities and Exchange Coramission ("SECT). and. In any event. must provide
updated financial statements or Form 10-Ks and updated Form 10-Qs to the Company no later
than the date that Form 10-Ks and Form 10-Qs are required to be filed with the SI:C pursuant to
applicable law.

The *Company may make alternative credit arrangements with a Supplier that is unable o
demonstrate creditworthiness "by the aforementioned criteria. Alternative credit arrangements
may include any of the following: -

a. a guarantee of payment. satisfactory iri form and substance to the Company. from a parent
Guarantor deemed by the Company to be creditworthy. using the aforementioned criteria. in an
amount equal to (i) $9.000 per MW of Capacity Obligation for the BGS-FP-eligible Customers
in rate classes [insert residential rate classes] served by the Supplier except for those
Customers m rate classes [insert residential rate classes] served by the Supplier as part of a
governmental aggregation program. and (i) $5.000 per MW of Capacity Obligation tor the BGS-
FP-eligible Customers in rate classes [insert C&I rate classes] scrved by the Supnlier and BGS-
FP-eligible Customers served by the Supplier as part of a governmental aggregation program. as
determined by the Company. which amount is subject 1o adjustment in the Company's sole and
exclusive judgment:

b. an wrrevocable Letter of Credit. satistactory in form and substance to the Company. issued
by a bank or other financial institution with a minimum “A™ senior unsceured rating (or 1t
unavailable. corporate issuer rating discounted one notch) that is acceptable to the Company. n
an amount equal to (11 $9.000 per MW of Capacity Oblivation for the BGS-FP-cligible
Customers in rate classes [insert residential rate classes| semved by the Suppiier except for
those BGS-FP Customers in rate classes [insert residential rate classes| served by the Supplier
as part of a governmental aggrecation program. and (i) $6.000 per MW of Capacity Obligation
for the BGS-FP-cligible Customers i rate classes [insert C&I rate classes] served by the
Supplier and BGS-FP-eligible Customers served by the Supplier as part of a sovernmental
aggregation program. as determined by the Company. which amount is subject to adjustment in

oo

the Company's sole and exciusive judgment: o

C. an advance cash deposit in an amount equal w (11 $9.000 per MW of Capacity Oblication
for the BGS-FP-cligible Customers in rate classes |insert residential rate classes] served by the
Supplier except for those BGS-I'P Customers in rate classes [insert residential rate classes]
served by the Supplier as part of a governmental aggregation program. and (ii) $6.000 per MW of
Capacity Obligation for the BGS-FP-cligible Customers in rate classes [insert C&I rate classes)
served by the Supplicr and BGS-FP-cligible Customers served by the Supplier as part of a
governmental aggregation program. as determined by the Company. which amount is subject to
adjustment in the Company’s sole and exclusive judgment.
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The credit exposure will be based on the Capacity Obligations for the BGS-FP-eligible
Customers served by the Supplier and shall be estimated by the Company as follows: the
Company shall obtain a calculation from the Supplier, quantifying the Capacity Obligations for
the BGS-FP-eligible Customers.

. After power has flowed for thirty days. the amount will be adjusted. so long as the new dollar
amount of security represented thereby falls outside of a deadband of $25.000. Adjustments will
continue to be made in this fashion. with the deadband calculated around the dollar amount of
security in effect at the time of the calculation. The Company will notify the Supplier of any
such needed adjustments. In the event that the estimated credit exposure fluctuates within the

deadband, either Party may periodically. but not more frequently than quarterly. request that the
amount of security be adjusted within the deadband.

Similar credit arrangements shall be made with Suppliers which meet the aforementioned
creditworthiness criteria and for which the credit exposure amount exceeds the ULC. In this
case, the amount covered by the credit instruments will be equal to the credit exposure amount
exceeding the ULC. .
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APPENDIX B3
CREDITWORTHINESS STANDARDS FOR SUPPLIERS SERVING

BOTH BGS-CIEP-ELIGIBLE AND BGS-FP-ELIGIBLE CUSTOMERS

For Suppliers serving both BGS-CIEP-eligible and BGS-FP-eligible Customers, the total credit
exposure will be calculated by adding the credit exposures for the CIEP and FP Customers
served. The credit exposure fof the BGS-CIEP-eligible and BGS-FP-eligible Customers will be
calculated as indicated in Appendices B1 and B2, respectively.

Rules for determining the ULC. requirements to supply audited financial statements. and
allowances for alternative credit arrangements are as set forth in Appendices Bl and B2. The
credit exposure will take into account the total credit exposure are as set forth in the first
paragraph of this Appendix.
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